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EFFICIENCY  AND  EFFECTIVENESS  OF  THE  PART  B 
SECTION  OF  THE  MEDICARE  PROGRAM 


FRIDAY,  JUNE  13,  1975 

U.S.  Senate, 
Subcommittee  on  Federal  Spending  Practices, 

Efficiency,  and  Open  Government, 
Committee  on  Government  Operations, 

Washington,  D.C. 
The  subcommittee  met,  pursuant  to  notice,  at  10  a.m.,  in  room 
5110,  Dirksen  Senate  Office  Building,  Hon.  Lawton  Chiles  (chairman 
of  the  subcommittee)  presiding. 

Members  present:  Senators  Chiles,  Metcalf,  Glenn,  Weicker,  and 
Brock. 

Staff  members  present:  Lester  A.  Fettig,  chief  counsel  and  staff 
director;  Claudia  Ingram,  minority  counsel;  Douglas  Cutler,  minority 
counsel;  and  Robert  F.  Harris,  chief  clerk. 

OPENING  STATEMENT  OF  SENATOR  CHILES 

Senator  Chiles.  Today  we  will  begin  to  look  at  the  efficiency  and 
effectiveness  of  the  part  B  section  of  the  medicare  program  ^  which 
pertains  to  reimbursement  for  physician  services. 

The  impact  of  the  entire  situation  is  magnified  in  Florida.  The 
delays  are  longer,  the  snafus  are  more  pronounced  but  I  think  to  some 
extent  what  we  say  and  hear  today  has  national  ramification. 

The  congressional  intent  on  efficient  operation  of  the  S3rstem  is 
spelled  out  in  the  legislative  history  of  Public  Law  89-97 : 

Overall  responsibility  for  administration  of  the  hospital  insurance  and  voluntary 
supplementary  health  insurance  programs  rest  with  the  Secretary  of  Health, 
Education  and  Welfare,  but  State  agencies  and  private  organizations  operating 
under  agreements  with  the  Secretary  and  private  carriers  or  public  organizations 
operating  under  contracts  with  the  Secretary  would  have  a  major  administrative 
role. 

That  major  administrative  role  should  not  and  does  not  supersede 
the  ultimate  role  of  the  Secretary  of  Health,  Education,  and  Welfare. 
However,  as  I  understand  the  intent  of  Congress,  carriers  and  fiscal 
intermediaries  act  on  the  behalf  of  the  Secretary  and  the  Government. 

I  recognize  that  the  carriers  and  intermediaries  have  detailed  and 
varied  responsibilities  such  as  being  involved  in  the  review  and 
investigation  of  potentially  fraudulent  claims,  being  involved  in  the 
review  of  claims  process,  and  in  the  coordination  of  many  program 
activities  at  the  State  level  which  implicate  medicare. 


'•■  See  copy  of  sec.  302,  subsec.  (b),  ch.  7,  Social  Security,  title  42,  U.S.C.,  p.  70. 
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The  fact  remains,  however,  that  the  major  responsibiUty  of  carriers 
involves  the  prompt  determination  and  the  prompt  payment  of 
medicare  benefits  under  part  B. 

It  was  with  a  feeUng  of  deep  concern  that  this  function  was  not 
being  properly  carried  out  that  caused  this  Senator  to  request  a 
General  Accounting  Office  investigation  and  initiate  a  congressional 
inquir}^ 

The  Congress  felt,  and  perhaps  rightly  so,  that  private  carriers 
would  offer  special  advantages  that  a  rigid  Government  bureaucracy 
could  not  provide.  Almost  every  member  of  the  committee  felt  the 
same  way  and  certainly  the  Florida  delegation  felt  this  same  way. 

Yet,  some  of  the  letters  I  have  here  seem  to  come  right  out  of  the 
files  of  Government  agencies  and  look  like  typical  examples  of  Govern- 
ment run-around. 

There  is  little  doubt  that  somewhere  along  the  delicate  steps  that 
lead  from  physician  or  beneficiaries  to  and  through  the  carriers 
calculations,  back  to  the  beneficiary,  things  have  gone  awry.  And 
badly  so. 

I  am  aware,  just  as  other  committee  members  are,  that  simple 
dela3^s  are  to  be  expected.  We  are  tremendously  concerned  though 
about  the  many  instances  of  uncommon  dela3^s  that  have  become  all 
too  familiar  to  us. 

Nine  months  is  an  uncommon  delay  to  wait  to  be  informed  that 
insufficient  information  has  been  provided  on  the  form  for  a  legitimate 
reimbursable  item. 

Seven  and  a  half  months  is  an  uncommon  dela}"  to  wait  in  suspense 
because  a  check  has  been  laying  on  someone's  desk — forgotten  or 
misplaced. 

These  occurrences  are  far  too  many  in  number  to  be  lightly  brushed 
aside.  But  because  they  involve  the  elderty  who  are  often  living  on 
fixed  incomes  during  these  inflation-ridden  times,  the  tragedy  is 
undul}^  compounded. 

The  aim  of  this  committee  is  to  improve  the  efficienc}^  of  the  system. 
By  using  Florida  as  a  focal  point,  it  is  our  hope  that  reforms  will  be 
instituted  that  w^ill  eliminate  costh^  and  cruel  delays  that  are  too 
often  purely  unnecessary. 

This  is  one  sj^stem,  one  program  where  ever}^  error,  ever^^  delay, 
every  inefficient  action  is  immediately  translated  into  human  misery. 

In  requesting  the  General  Accounting  Office  investigation  of 
Florida's  carrier  problems,  I  carefulh'  considered  the  timeliness  of  the 
request. 

It  is  time  to  demand  an  investigation  when  less  than  40  percent  of 
the  doctors  in  a  State  accept  assignment  for  medicare  benefits. 

It  is  time  to  demand  an  investigation  when  a  State  that's  in  the 
top  eight  in  population  is  in  the  bottom  two  of  average  claim  processing 
time. 

It  is  past  time  for  demanding  an  investigation  when  your  office 
staff  spends  three  times  as  much  time  on  claims  benefits  as  any  other 
single  item. 

The  many  reasons  for  unreasonable  delays  cannot  erase  the  justi- 
fiable concern  of  those  who  suffer  the  hardships  that  are  caused  by 
such  delays. 
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There  is  no  question  that  part  B  of  medicare  is  so  uniquely  sensitive 
an  area  of  Government  involvement,  that  carriers  should  be  the  best 
representative  of  the  Government  in  dealing  with  the  elderly. 

Again,  I  feel  that  while  the  General  Accounting  Office's  report 
deals  in  specifics  with  Florida,  the  general  applications  are  probably 
nationwide. 

This  conmiittee  is  interested  not  only  in  exposing  problems  but  also 
in  providing  solutions. 
Senator  Weicker? 

OPENING  STATEMENT  OF  SENATOR  WEICKER 

Senator  Weicker.  Thank  you,  Mr.  Chairman. 

We  are  here  today  to  take  a  look  at  the  problems  in  the  delivery 
of  benefits  under  part  B  of  medicare.  I  understand  that  we  will  hear 
testimony  from  the  GAO,  Social  Security  Administration  and  Blue 
Shield  of  Florida,  regarding  the  delays  primarily  in  the  reimbursement 
for  physician  services  in  the  State  of  Florida. 

Throughout  these  hearings  we  must  keep  in  mind  that  what  is 
involved  here  is  an  extremely  compelling  human  element.  The  bene- 
ficiaries eligible  under  part  B  of  medicare  are  the  aged,  many  of  whom 
live  on  social  security  alone.  For  these  people  who  pay  their  $60 
deductible,  and  request  reimbursement  for  physician  services  from 
medicare,  or  its  designated  carrier,  in  this  case  Blue  Shield,  the  prompt 
payment  from  the  carrier  is  of  critical  importance.  These  people  can- 
not afford  any  delay  whatsoever.  What  may  be  viewed  as  an  ordinary 
administrative  tieup,  or  computer  reject,  can  result  in  a  real  hardship 
for  the  beneficiary. 

The  status  of  our  Social  Security  program  and  our  health  program 
for  the  aged  are  a  matter  of  extreme  public  concern.  Older  Americans 
have  expected  efficiency  in  the  deliver}^  of  benefits  for  which  they  are 
eligible.  It  is  the  responsibility  of  the  Congress,  the  Social  Security 
Administration  and  its  carriers  to  insure  that  they  receive  these  bene- 
fits expeditiously. 

The  case  we  look  at  today  is  not  an  enigma  to  the  State  of  Florida 
alone;  but  has  larger  implications  across  the  country.  According  to  the 
GAO,  74  million  part  B  claims  were  processed  by  medicare  carriers 
in  1974  alone,  if  only  1  percent  of  these  claims  are  lost  or  result  in 
administrative  delays  of  60  days  or  longer,  740,000  cases  would  be 
affected.  Indeed,  from  the  Florida  case,  we  shall  hear  that  6  percent 
of  the  claims  filed  take  more  than  60  days  to  process. 

The  questions  which  I  have  toda}'  center  around  the  answers  to 
these  problems  of  delays.  I  will  want  to  know  what  is  being  done  to 
correct  these  delay's  and  what  more  can  be  done.  If  legislation  is 
necessary',  I  w^ant  to  know  what  the  Congress  can  do  to  expedite  the 
claims  process. 

Mr.  Chairman,  I  know  of  3'our  standing  interest  in  this  matter.  I 
unfortunately  have  to  go  to  the  floor  of  the  Senate  at  this  time  because 
we  are  opening  up  early  but  I  hope  we  get  to  this.  Make  no  mistake 
about  it,  it  is  one  of  the  areas  since  I  have  the  senior  citizens  of  ni}' 
State  coming  down  to  Washington  for  a  2-week  intern  program  for 
our  senior  citizens.  In  the  midwinter,  I  ask  them  to  raise  problems — 
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this  is  one  of  the  primary  ones  raised  by  them  so  I  apologize  for  having 
to  leave  but  I  certainly  hope  we  can  evolve  something  from  this. 

Senator  Chiles.  I  know  of  your  interest  and  I  thank  you  for  your 
statement.  The  record  will  stay  open  for  a  few  days  for  the  submission 
of  written  questions. 

Our  first  witness  today  will  be  Mr.  Gregory  J.  Ahart,  Director, 
Manpower  and  Welfare  Division,  General  Accounting  Office. 

TESTIMONY  OF  GREGORY  J.  AHART,  DIRECTOR,  MANPOWER  AND 
WELFARE  DIVISION,  U.S.  GENERAL  ACCOUNTING  OFFICE,  AC- 
COMPANIED BY  EUGENE  E.  TAYLOR,  SUPERVISORY  AUDITOR, 
ATLANTA  OFFICE,  GAO,  AND  ARNOLD  G.  RIFFE,  SUPERVISORY 
AUDITOR,  MANPOWER  AND  WELFARE  DIVISION,  GAO 

Mr.  Ahart.  To  my  immediate  right  is  Mr.  Eugene  E.  Taylor,  a 
supervisory  auditor  from  our  Atlanta  office  in  direct  charge  of  the 
work  in  Florida.  To  his  right  is  Mr.  Arnold  G.  Riffe,  supervisory 
auditor,  Manpower  and  Welfare  Division,  who  has  duties  and  re- 
sponsibilities at  the  Social  Security  Administration. 

We  are  pleased  to  be  here  today  to  discuss  the  status  of  our  review 
of  the  time  required  to  pay  claims  under  part  B  of  medicare  in  Florida. 

We  reviewed  the  time  required  to  process  medicare  part  B  claims 
and  identified  factors  which  contribute  to  a  lengthy  processing  time. 
In  addition,  we  reviewed  the  processing  of  certain  claims  which  were 
provided  to  us  by  members  of  the  Florida  delegation.  The  discussion 
of  those  specific  claims,  Mr.'Chairman,  is  covered  in  an  appendix  ^  to 
my  statement. 

We  have  not  completed  our  analysis  of  the  entire  claims  processing 
procedure  or  of  the  appeals  process;  but  we  have  substantially  com- 
pleted our  work  on  the  length  of  time  required  to  process  claims  to 
the  point  of  initial  rejection  or  payment,  and  our  analysis  of  where 
and  why  delays  occur  during  the  processing  cycle. 

Today  we  will  highlight  the  results  of  our  review  to  date. 

GENERAL  BACKGROUND 

The  Department  of  Health,  Education,  and  Welfare  [HEW], 
through  the  Bureau  of  Health  Insurance  [BHI],  of  the  Social  Security 
Administration  [SSA]  administers  the  medicare  program.  Section 
1842(a)  of  the  Social  Security  Act  authorizes  the  Secretary  of  HEW  to 
enter  into  agreements  with  public  and  private  organizations  and  agen- 
cies to  act  as  medicare  part  B  carriers  in  administering  the  medicare 
program.  These  carriers  are  responsible  for  receiving,  processing  and 
paying  claims  submitted  for  medicare  part  B  benefits. 

As  of  December  1974,  HEW  had  contracts  with  48  organizations  to 
perform  as  medicare  part  B  carriers  in  63  areas  throughout  the  United 
States  and  its  territories.  Carriers  are  reimbursed  by  SSA  for  adminis- 
trative costs  incurred  in  performing  their  functions.  During  calendar 
year  1974,  the  carriers  incurred  administrative  costs  of  about  $240 
million,  processed  about  74  million  claims,  and  paid  benefits  totaling 
about  $2.76  billion. 

Blue  Shield  of  Florida  has  been  the  medicare  part  B  carrier  for  the 
State  of  Florida  since  inception  of  the  medicare  program  in  1966.  In 


^  See  p.  14. 


5 


calendar  year  1974,  Blue  Shield  of  Florida  received  4.1  million  claims, 
processed  3.9  million  claims,  paid  $194.4  million  in  benefits,  and  in- 
curred administrative  costs  of  $15.3  million.  The  average  cost  for 
processing  claims  during  the  last  6  months  of  calendar  year  1974  was 
$4.57  for  Blue  Shield  of  Florida  and  $3.36  for  all  carriers.  The  claims 
processed  per  100  man-hours  during  this  period  were  155  for  Blue 
Shield  of  Florida  and  256  for  all  carriers. 

We  have  prepared  a  chart,  which  is  attachment  2  ^  to  my  statement, 
showing  the  volume  of  claims  processed  in  calendar  year  1974  by  the 
10  largest  medicare  part  B  carriers  and  the  average  claim  processing 
time  reported  by  those  carriers.  Blue  Shield  of  Florida  ranked  eighth 
in  this  group  in  average  processing  time. 

In  1974,  Florida  ranked  eighth  in  the  Nation  in  population,  but 
fourth  in  the  number  of  medicare  part  B  claims  processed.  This 
disparity  reflects  both  the  large  number  of  retired  persons  who  live 
in  Florida — 18  percent  of  the  State's  population  is  age  65  and  over 
as  compared  to  10  percent  in  the  Nation  as  a  whole — and  the  annual 
influx  of  large  numbers  of  elderly  tourists.  Under  medicare  rules, 
beneficiaries  are  required  to  submit  claims  to  the  carrier  for  the  area 
in  which  medical  expenses  are  incurred,  even  though  that  ma}^  not 
be  the  area  in  which  they  reside. 

These  factors  have  significantly  affected  the  medicare  part  B  work- 
load of  Blue  Shield  of  Florida  in  two  ways.  First,  the  carrier  has  ex- 
perienced a  dramatic  increase  in  the  number  of  claims  received  each 
year — nearly  doubling  from  2,127,450  in  calendar  year  1970  to 
4,130,628  in  calendar  year  1974.  Second,  there  is  a  large  seasonal 
variation  in  the  number  of  claims  received.  For  example,  in  1974, 
the  number  of  claims  received  each  month  varied  from  a  low  of 
258,821  in  September  to  a  high  of  526,642  in  December. 

In  addition  to  the  problems  caused  by  a  rapidly  expanding  workload 
and  high  seasonal  fluctuations  in  workload.  Blue  Shield  of  Florida 
has  been  plagued  with  a  high  personnel  turnover  rate.  During  calendar 
year  1974,  Blue  Cross  and  Blue  Shield  of  Florida  experienced  a  cor- 
porate annualized  turnover  rate  of  48.4  percent,  while  the  organiza- 
tional units  directly  associated  with  medicare  part  B  experienced  a 
turnover  rate  of  65.1  percent.  Even  more  disturbing,  the  turnover 
rate  for  medicare  part  B  claims  examining  sections  was  77  percent. 

One  apparent  reason  for  the  high  turnover  of  medicare  part  B 
claims  examiners  has  been  the  fact  that  they  have  been  paid  at  a 
lower  rate  than  have  claims  examiners  in  other  parts  of  the  carrier's 
operations.  In  May  1975,  the  carrier  approved  raising  the  pay  of 
medicare  part  B  claims  examiners  to  that  of  other  claims  examiners 
in  the  organization,  but  this  raise  has  not  yet  been  put  into  effect. 

One  result  of  the  high  turnover  rate  is  an  excessively  high  error 
rate  being  experienced  by  Blue  Shield  of  Florida  in  its  processing  of 
medicare  part  B  claims. 

At  the  direction  of  SSA,  medicare  part  B  carriers  each  week  per- 
form an  end-of-line  review  of  a  sample  of  claims  processed  that  week 
to  identify  errors  which  remain  uncorrected  at  completion  of  initial 
processing.  The  results  of  the  end-of-line  review  provide  an  indication 
of  the  quality  of  work  being  done  during  the  routine  manual  processing 
portion  of  claims  processing. 


^  See  attachment  2  on  p.  18. 
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The  end-of-line  review  was  initiated  on  January  1,  1974.  Kesults 
are  expressed  as  the  ratio  between  the  number  of  errors  detected  and 
the  number  of  line  items  examined.  For  the  period  February  1974 — 
first  reporting  month — through  December  1974,  the  error  ratio  re- 
ported by  Blue  Shield  of  Florida  ranged  from  a  low  of  0.20  in  February 
to  a  high  of  0.42  in  July.  In  other  words,  for  every  100  hne  items 
processed  during  July,  42  errors  were  made  and  remained  undetected 
throughout  the  claims  processing  cycle. 

The  most  recent  report  showed  an  error  rate  of  0.33  for  the  month 
of  April,  during  which  the  average  claim  reviewed  contained  about 
1.5  errors.  Blue  Shield  of  Florida's  error  rate  was  among  the  highest  of 
all  the  carriers. 

This  error  rate  affects  the  program  in  three  ways.  First,  errors 
cause  significant  processing  delays.  Second,  errors  w^hich  slip  through 
the  processing  cycle  undetected  may  result  in  underpayments  to 
claimants  who  must  write  in  to  request  a  review  of  their  claim  and 
who  will  experience  another  long  delay  before  resolution  of  their 
complaint  and  ultimate  payment  of  amounts  to  which  they  are 
entitled.  Finally,  they  may  result  in  overpayments  which  in  all 
probability  will  remain  undetected. 

CLAIMS  PROCESSING  PROCEDURES 

To  facilitiate  understanding  of  the  claims  processing  cycle,  Mr. 
Chairman,  we  have  prepared  a  chart  which  depicts  the  flow  of  medicare 
part  B  claims  from  receipt  to  initial  rejection  or  payment.  This  chart 
is  also  included  as  attachment  1^  to  my  statement.  The  major  portion 
of  our  audit  effort  to  date  has  involved  the  areas  illustrated  on  this 
chart. 

Upon  receipt  in  the  mailroom,  claims  are  sorted  and  batched 
according  to  the  nature  of  the  claim — such  as  routine  claims  by 
physicians  or  other  suppliers  of  health  services,  called  assigned 
claims;  routine  claims  by  beneficiaries,  called  unassigned  claims; 
claims  for  the  cost  of  purchase  or  rental  of  durable  medical  equipment, 
or  claims  submitted  on  behalf  of  deceased  beneficiaries.  At  the  present 
time  there  are  18  categories  being  used  to  group  claims  into  batches. 

After  the  claims  are  sorted  and  batched,  each  claim  is  stamped  with 
a  control  number  which  includes  the  year,  Julian  date,  batch  number 
and  the  number  of  the  claim  within  that  batch. 

Next,  certain  information  from  each  claim  is  entered  into  the 
computer  and  compared  with  information  relating  to  the  particular 
beneficiary  which  is  already  in  the  computer's  address  file. 

The  claims  are  then  delivered  to  claims  examiners  who  have 
responsibility  for  the  particular  type  of  claims  included  in  each  batch. 
About  80  percent  of  the  claims  go  to  the  routine  claims  examining 
section  with  the  remainder  going  to  the  special  claims  examining 
section. 

Information  from  the  simpler  claims  reviewed  is  entered  directly 
into  the  computer  by  the  claims  examiners.  For  the  more  complicated 
claims,  the  examiners  prepare  worksheets  from  which  information  is 
entered  into  the  computer. 


1  See  p.  17. 
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If  the  claims  examiner  finds  that  all  information  necessary  to  process 
a  claim  has  not  been  submitted,  he  notes  on  the  claim  that  additional 
information  is  required. 

During  processing  by  the  computer,  each  claim  is  subjected  to 
five  screens.  Failure  to  pass  any  one  of  the  screens  will  cause  an  error 
suspense  sheet  to  be  generated  and  the  claim  to  be  placed  in  suspense 
until  the  question  is  satisfactorily  resolved. 

The  first  screen,  which  is  really  two  screens  in  one,  tests  for  edit 
?rrors  and  reasonable  charges.  In  addition,  any  claims  previously 
■dentified  by  the  claims  examiners  as  being  in  need  of  additional 
information  will  kick  out  during  the  first  screen  and  be  held  in  suspense 
in  til  the  additional  information  is  obtained — either  through  tele- 
phone calls  or  correspondence  with  the  beneficiary  or  provider.  Other 
computer  screens  test  the  claim  for  correctness  of  basic  data.  Claims 
'ailing  to  pass  this  series  are  called  transaction  rejects.  Possible 
iuplicate  payments  and  cases  of  suspected  overutilization  are  called 
Drepayment  screens.  We  will  discuss  these  screens  in  greater  detail 
is  we  go  on. 

When  these  computer  screens  have  been  successful!}^  passed,  SSA 
records  in  Baltimore  must  be  queried,  for  certain  claims  to  ascertain 
the  eligibility  of  the  beneficiary  and/or  the  status  of  his  deductible. 
Phis  is  needed  because  beneficiaries  might  be  filing  claims  with  two 
)r  more  carriers.  Thus,  information  concerning  charges  incurred 
md  applied  against  the  $60  annual  deductible  must  be  accumulated 
it  a  central  location. 

After  the  claim  has  been  fully  developed,  all  computer  screens 
lave  been  satisfied,  and  the  necessary  information  obtained  from 
Baltimore,  an  explanation  of  medicare  benefits — EOMB — and  a 
Dayment  check,  if  appropriate,  are  generated  to  be  mailed  to  the 
claimant. 

After  the  initial  rejection  or  payment  of  his  claim,  a  beneficiary 
iissatisfied  with  the  determination  may  request  that  Blue  Shield  of 
Florida  review  the  claim.  If  the  beneficiar}^  is  still  dissatisfied  and 
:he  amount  in  dispute  is  $100  or  more  he  may  request  a  hearing. 

FINDINGS  REPORTED  PROCESSING  TIME 

Keports  prepared  by  Blue  Shield  of  Florida  show  that  in  calendar 
rear  1974  the  carrier  processed  3,858,535  medicare  part  B  claims; 
md  that  80  percent  of  these  were  processed  in  30  days  or  less;  14 
percent  in  31  days  to  60  days;  3  percent  in  61  to  90  days,  and  3  percent 
n  more  than  90  days.  Thus,  although  serious  delays  occurred  in  the 
processing  of  a  small  percentage  of  total  claims — 94  percent  were 
processed  within  60  days — the  number  of  claims  encountering  long 
lela3^s  involves  thousands  of  people — 236,613  claims  took  over  60 
lays  to  process,  and  103,766  of  these  took  over  90  days. 

Fifty-nine  percent  of  the  claims  were  unassigned — that  is,  the 
2lQ.im  was  submitted  by  the  medicare  beneficiary.  Thirty-five  percent 
^vere  assigned  claims  submitted  by  providers,  and  6  percent  were  for 
the  services  of  hospital-based  physicians.  Using  information  in  monthly 
reports  prepared  by  the  carrier,  we  computed  the  average  processing 
time  for  each  of  these  types  of  claims. 

Our  analysis  showed  that  claims  for  hospital-based  physicians  were 
processed  in  an  average  of  12.5  days,  more  quickly  than  were  the  other 
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two  types.  The  average  processing  time  fluctuated  from  a  low  of  9 
days  during  August  when  19,814  claims  were  processed  to  a  high  of 
16  days  during  February  when  20,403  claims  were  processed. 

Assigned  claims  took  a  little  longer,  averaging  17.8  days.  Again 
there  was  a  fluctuation  in  the  average  processing  time  from  month  to 
month,  ranging  from  a  low  of  11  days  during  August  when  115,760 
assigned  claims  were  processed  to  a  high  of  26  days  in  December  when 
1 18,695  claims  were  processed. 

Unassigned  claims  have  the  longest  average  processing  time,  averag- 
ing 25.6  da3^s.  Monthly  averages  ranged  from  a  low  of  17.5  days  during 
March  when  185,149  unassigned  claims  were  processed  to  a  high  of  37 
days  during  October  when  157,519  claims  were  processed. 

The  cumulative  totals  for  calendar  year  1974  show  that  Blue  Shield 
of  Florida  experienced  an  average  processing  time  of  22.1  days  per 
claim  while  processing  a  total  of  3,858,535  claims  to  initial  rejection 
or  payment. 

VERIFICATION    OF    REPORTED    PROCESSING  TIME 

The  processing  time  reported  by  Blue  Shield  of  Florida  to  SSA 
appears  to  have  been  computed  in  accordance  with  SSA  instructions, 
and  includes  the  number  of  calendar  days  between  the  Julian  date 
incorporated  into  the  control  number  assigned  to  a  claim  upon  receipt 
and  the  date  of  the  check  and/or  explanation  of  medicare  benefits 
form  issued  at  completion  of  the  processing  cycle. 

We  noted,  however,  that  claims  normally  are  in  the  carrier's  office 
for  some  period  before  control  numbers  are  assigned  and  that  some 
period  elapses  between  preparation  of  checks  and  EOMB  forms  and 
their  mailing  to  claimants.  Based  on  our  tests  and  information  avail- 
able at  the  carrier,  we  estimate  that  a  total  of  about  7  days  elapse  at 
these  two  stages. 

Senator  Chiles.  Do  you  mean  you  could  add  7  days  onto  all  of 
these  times? 

Mr.  Ahart.  Approximately  7  da^^s,  Mr.  Chairman,  based  on  our 
studies. 

We  also  found  that  two  types  of  claims  processed  through  the  pay- 
ment cycle  distorted  the  computation  of  processing  time  to  some 
degree.  These  are  referred  to  as  setups  and  deletions. 

A  setup  occurs  when  a  single  claim  is  divided  into  two  or  more 
claims  for  processing  purposes.  The  following  situations  necessitate 
setups: 

The  claim  includes  services  performed  in  more  than  one  calendar 
year; 

The  claim  includes  charges  incurred  by  both  husband  and  wife; 
The  claim  contains  more  than  32  line  items ;  or 

The  claim  contains  both  routine  items  and  complicated  procedures 
such  as  multiple  surgery. 

Setups  are  not  prepared  until  the  original  claim  reaches  a  claims 
examiner.  They  are  then  sent  back  through  the  front-end  control 
procedures  and  routed  to  the  proper  claims  examiner  for  processing. 
The  distortion  occurs  because  a  new  control  number — including  Julian 
date — is  stamped  on  the  setup  and  is  used  in  computing  processing 
time  when  in  fact  the  original  claim  will  have  been  on  hand  for  some 
time. 
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In  calendar  year  1974,  Blue  Shield  of  Florida  processed  247,600 
setups. 

A  deletion  occurs  when  a  claim  is  initially  received,  stamped,  and 
routed  to  a  claims  examining  section  that  does  not  have  responsibility 
for  that  type  of  claim.  In  these  instances,  the  claim  is  returned  to  the 
mailroom,  deleted  from  the  computer,  re-sorted,  given  a  new  control 
number  and  started  through  the  system  again. 

As  in  the  case  of  setups,  these  claims  will  have  been  on  hand  for 
some  period  before  they  are  routed  to  the  correct  claims  examining 
area. 

The  carrier  could  provide  us  with  records  showing  number  of 
deletions  only  for  a  l)^-month  period  from  December  23,  1974,  to 
February  8,  1975.  During  that  period,  there  were  10,094  deletions. 
It  should  be  noted,  however,  that  the  volume  of  deletions  may  not 
tiave  been  as  high  before  October  1974,  when  current  procedures  for 
sorting  and  batching  claims  were  put  into  effect. 

Our  verification  of  the  processing  time  reported  by  Blue  Shield  of 
Florida  was  based  upon  analysis  of  a  random  sample  of  1,961  medicare 
part  B  claims  processed  during  calendar  year  1974  which  was  extracted 
for  us  by  the  carrier's  electronic  data  processing  department.  We  are 
satisfied  that  the  program  used  in  extracting  the  sample  produced  a 
random  sample,  and  Blue  Shield  of  Florida  officials  agreed  that  the 
sample  is  representative  of  claims  processed  in  calendar  year  1974. 

We  verified  that  the  data  on  the  computer  printout  of  the  claims  in 
the  sample  represented  the  number  of  days  elapsed  betw^een  the 
Julian  data  in  the  control  number  and  the  date  on  the  check  issued. 
In  addition,  we  verified  on  a  test  basis  the  control  numbers  shown  on 
the  printout  to  those  shown  on  the  original  cop}'  of  the  claims. 

DETAILED  ANALYSIS  OF  SELECTED  CLAIMS 

In  our  sample  of  1,961  claims,  there  were  377  which  required  over 
30  days  to  process.  In  order  to  learn  where  and  why  the  delays  in 
processing  occurred,  we  selected  one-half  of  the  claims — or  189  for 
detailed  analysis.  We  were  unable  to  obtain  sufficient  data  on  three 
of  the  claims  to  permit  meaningful  analysis  and  the  analysis  of  three 
other  claims  show^ed  that  they  had  been  delayed  for  extended  periods 
at  the  direction  of  SSA.  Because  these  extended  periods  were  such  as 
to  distort  the  results  of  our  sample,  we  disregarded  them.  The  183 
remaining  claims  required  a  total  of  9.925  days  to  process;  an  average 
di  about  54  days.  About  76  percent  were  processed  in  31  to  60  da3's; 
and  an  additional  16  percent  were  processed  in  61  to  90  days. 

Processing  time  was  as  follows : 

Forty-one  percent  in  routine  manual  processing  which  includes 
'eceiving,  sorting,  stamping,  microfilming,  and  examining  and  en- 
tering the  claim  into  the  computer  for  further  processing; 

Sixteen  percent  in  additional  development  Avhich  involves  ob- 
taining from  the  beneficiary  or  the  provider  additional  information 
squired  to  properly  process  the  claim; 

Twenty-eight  percent  in  edit  kickouts  resulting  from  computer 
screens  of  such  items  as  reasonable  charges,  possible  duplicate  charges, 
md  the  accuracy  of  the  data  entered;  and 

Fifteen  percent  in  queries  of  SSA  central  files  to  determine  the 
beneficiary's  eligibility  and  the  status  of  the  deductible. 
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ADDITIONAL  WORK  IN  SELECTED  AREAS  WHERE  DELAYS  OCCUR 

Since  the  procedures  followed  during  routine  manual  processing 
have  been  altered  recentl}^  as  a  result  of  the  installation  of  direct 
data  entry  equipment,  we  did  no  additional  review  work  in  that  area. 
Also,  since  queries  to  the  central  files  are  necessary  and  required,  and 
dela^^s  in  this  area  generally  are  outside  the  control  of  Blue  Shield  of 
Florida,  we  did  no  additional  work  in  that  area. 

ADDITIONAL  DEVELOPMENT 

Reports  prepared  by  Bureau  of  Health  Insurance  show  that  in 
calendar  year  1974  about  19.7  percent  of  all  medicare  part  B  claims 
handled  by  Blue  Shield  of  Florida  required  additional  information 
before  they  could  be  processed.  This  is  almost  double  the  national 
average  of  10.2  percent. 

SSA  guidelines  prohibit  a  carrier  from  returning  claims  to  the 
claimants,  in  most  instances,  requiring  instead  that  the  carrier  develop 
the  needed  information.  The  carrier  attempts  to  develop  the  required 
information  by  telephone  whenever  feasible.  Otherwise,  it  is  re- 
quested by  mail. 

Within  our  sample  of  183  claims  which  took  over  30  days  to  process, 
69  claims,  or  38  percent,  required  additional  information — ^obtaining 
the  information  took  an  average  of  about  23  days. 

For  these  69  claims,  an  average  of  nearly  15  days  elapsed  between 
the  date  the  claims  examiner  requested  the  additional  information 
and  the  date  the  telephone  call  was  made  or  a  request  letter  was  sent. 
Based  on  observations  made  during  May  1975,  we  believe  that  a 
similar  delay  is  still  being  experienced  at  this  point  in  the  claims 
processing  cycle. 

To  gain  a  better  understanding  of  the  type  of  information  being 
requested  when  claims  are  forwarded  to  the  additional  development 
section,  we  sampled  an  additional  250  claims  which  were  being  proc- 
essed during  our  review  and  which  needed  additional  information. 
Our  analysis  of  the  250  claims  and  the  69  claims  discussed  above 
showed  that  the  additional  information  requested  in  about  60  percent 
of  these  319  cases  was  either  an  itemized  breakdown  of  the  services 
performed  and  the  charges  for  the  services,  or  a  statement  of  the 
diagnosis  of  the  medical  condition  which  necessitated  the  services. 

We  believe  that  the  additional  information  requested  by  the  claims 
examiners  was  needed  to  properl}^  adjudicate  the  claims  in  accordance 
with  SSA  instructions  and  requirements. 

EDIT  KICKOUTS 

According  to  Blue  Shield  of  Florida  officials,  about  35  to  40  percent 
of  all  claims  processed  kick  out  of  the  normal  processing  flow  because 
they  do  not  pass  one  or  more  of  the  five  computer  screens  or  because 
additional  information  is  needed. 

In  our  analysis  of  the  183  claims,  we  found  that  125,  or  68  percent, 
had  been  kicked  out  of  the  processing  cycle  because  they  did  not  pass 
a  computer  screen.  These  125  claims  were  out  of  the  processing  cycle 
an  average  of  22.3  days  because  of  this  action. 

A  total  of  2,788  days  dela}^  was  associated  with  the  125  claims. 
Forty-six  percent  of  this  time  was  associated  with  edit  error  kickouts, 
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23.5  percent  with  reasonable  charge  kickouts^  14  percent  with  pre- 
payment screen  kickouts,  9  percent  with  transaction  rejects,  and  7.5 
percent  with  possible  duplicate  payments. 

The  125  claims  kicked  out  of  the  normal  processing  flow  a  total  of 
200  times.  There  were  35  reasons  for  the  200  kickouts.  We  anah^zed 
the  circumstances  surrounding  kickouts  for  the  most  frequentl}' 
occurring  reasons  in  an  attempt  to  identify  changes  w^hich  could 
reduce  the  number  of  kickouts  and  thereby  reduce  the  processing  time. 

About  12.5  percent  of  all  claims  processed  kick  out  as  a  result  of 
the  edit  error  screen.  We  reviewed  225  such  kickouts  which  had  been 
corrected  and  reentered  into  the  computer  on  June  3,  1975,  and  found 
that  thev  had  been  out  of  the  processing  cycle  an  average  of  about 
10  days.  ^ 

Edit  error  kickouts  are  classified  into  about  90  categories.  Our 
analysis  of  the  classification  of  320,575  edit  errors,  which  caused 
220,299  claims  to  kick  out  during  the  period  April  14  through  May  30, 
1975,  showed  that  57  percent  w^ere  attributed  to  errors  made  by  the 
claims  examiners  or  the  persons  who  process  the  claims  before  the}' 
are  sent  to  the  claims  examiners. 

We  believe  that  some  of  these  errors  could  be  eliminated  b}^  minor 
changes  in  the  procedures  for  initialh'  entering  claim  information 
in  the  computer — changes  which  would  permit  persons  entering 
information  to  verify  the  accurac}'  of  their  work  and  to  correct  their 
errors.  Any  substantial  improvement  in  the  rate  of  edit  error  kickouts 
is,  in  our  opinion,  dependent  upon  a  reasonabh'  stable  work  force. 

We  believe  that  the  reviews  associated  with  prepa^mient  screen 
kickouts  and  certain  transaction  reject  screen  kickouts  are  necessary- 
to  insure  integrity  of  the  program.  Claims  disallowed  as  a  result  of 
these  screens  totaled  almost  $3  million  in  calendar  3'ear  1974,  and  more 
than  $750,000  during  the  first  quarter  of  calendar  year  1975. 

However,  the  claims  in  our  sample  which  were  kicked  out  b}'  the 
prepayment  screen  were  dela3'ed  an  average  of  about  33  daj^s  and 
those  which  were  kicked  out  by  the  transaction  reject  screen  were 
delayed  an  average  of  about  27  da3's.  Our  preliminar}'  observations 
are  that  the  time  taken  to  review  these  types  of  kickouts  can  be 
significanth'  reduced  b}^  improving  ph^^sical  document  flow,  but  we 
have  not  completed  our  review  in  this  area. 

Our  anah'sis  of  the  kickouts  for  reasonable  charges  indicated  that 
b}'  raising  the  screen  from  75  percent  to  125  percent  of  the  allowable 
charge,  the  number  of  reasonable  charge  kickouts  could  be  reduced 
b}'  about  50  percent  and  still  permit  detection  of  80  percent  of  the 
errors  being  detected  b}'  the  present  screen.  Personnel  of  the  edit 
department  had  made  a  similar  analj'sis  and  had  dra^vn  similar 
conclusions. 

As  a  result  of  our  joint  recommendation  to  program  management, 
the  reasonable  charge  screen  was  raised  to  125  percent  of  the  allow- 
able charge  on  May  1,  1975.  We  believe  this  change  should  reduce 
total  kickouts  b}^  about  20  percent. 

When  information  in  a  line  item  of  a  claim  being  processed  matches 
information  relating  to  a  service  previously  allowed  and  paid,  the 
claim  is  kicked  out  b}'  the  duplicate  charge  screen  to  permit  a  deter- 
mination as  to  whether  the  line  item  in  question  is  a  duplicate  charge. 
Carrier  personnel  told  us  that  about  35  percent  of  such  kickouts 
occur  because  onl}'  the  last  two  digits  of  the  procedure  code  differ 
from  those  of  the  code  for  a  service  previoush'  allowed,  and  that  in 
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almost  99  percent  of  these  cases  the  item  in  question  is  a  duphcate 
charge  and  pa3^ment  is  denied. 

We  suggested  to  carrier  officials  that  the  computer  program  be 
revised  to  automatically  deny  payment  when  all  items  match  except 
the  last  two  digits  of  the  procedure  code.  Such  a  change  should 
reduce  the  number  of  duplicate  charge  kickouts  by  about  35  percent 
without  a  material  change  in  the  number  of  erroneous  rejections. 
Carrier  officials  advised  us  that  this  change  was  made  effective  on 
June  2,  1975. 

PROGRAM  MANAGEMENT 

Although  we  have  not  completed  our  work,  it  appears  to  us  that 
the  most  significant  problem  facing  Blue  Shield  of  Florida  with  regard 
to  the  time  required  to  process  medicare  part  B  claims  is  the  lack  of 
adequate  management  attention  at  all  levels  to  obtaining  a  satis- 
factory resolution  of  those  claims  which  cannot  be  routinel}^  processed 
in  a  reasonable  time.  Management's  attention  has  been  focused  on 
processing  the  mass  of  claims  which  can  be  routinely  handled  with  a 
minimum  of  problems,  perhaps  because  claims  which  take  longer  than 
60  days  to  process  represent  a  relatively  small  percentage  of  the  total 
claims  processed. 

We  are  not  suggesting  that  management's  attention  to  processing 
the  mass  of  claims  should  be  lessened.  But  we  believe  that  Blue 
Shield  management  personnel  should  devote  greater  attention  to  the 
problem  cases — the  quarter  of  a  million  claims  which  took  longer 
than  60  days  to  process  last  year. 

It  also  appears  to  us  that  management  has  not  acted  to  alleviate 
backlogs  until  they  have  reached  crisis  proportions,  even  though 
routinely  prepared  reports  have  shown  the  development  of  backlogs 
at  various  locations  in  the  process.  In  addition,  we  believe  that 
management  attention  to  improved  document  flow  is  necessary  to 
improve  the  processing  time. 

BHI  reviews  the  medicare  part  B  operations  of  Florida  Blue 
Shield.  In  addition,  the  carrier's  medicare  part  B  operations  were 
reviewed  in  July  1974  by  a  private  consulting  firm  and  in  January 
1975  by  a  team  of  representatives  of  other  Blue  Shield  plans.  All  of 
these  reviews  identified  the  lack  of  effective  management  as  the 
basic  problem  affecting  Blue  Shield  of  Florida's  administration  of 
medicare  part  B. 

In  April  1975,  the  board  of  directors  of  Florida  Blue  Shield  estab- 
lished the  position  of  vice  president  for  medicare  part  B,  and  in  May 
1975,  the  vice  president  initiated  a  reorganization  of  medicare  part 
B  operations.  This  reorganization  could  help  in  bringing  about  the 
management  action  and  control  which  we  believe  is  needed  to  im- 
prove the  administration  of  the  carrier's  medicare  part  B  operations. 
Another  factor  which  could  favorably  affect  Florida  Blue  Shield's 
medicare  part  B  operations  was  the  decision  of  BHI  to  obtain  the 
services  of  another  carrier — Group  Health  Incorporated — to  service 
Dade  and  Monroe  Counties  beginning  Juty  1,  1975.  Claims  from 
these  two  counties  represent  about  30  percent  of  the  medicare  part 
B  claims  being  processed  by  Blue  Shield  of  Florida. 
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Mr.  Chairman,  that  concludes  the  summary  of  our  work  to  date. 
We  will  be  pleased  to  try  to  respond  to  any  questions  that  you  or 
other  members  of  the  subcommittee  ma}^  have.  Of  course,  we  are 
continuing  our  work  and  we  will  furnish  a  complete  report  for  your 
review. 

[Attachments  to  the  statement  of  Mr.  Ahart  follow:] 


58-526  O  -  75  -  2 
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Appendix 

REVIEW  OF  SELECTED  Ca^SES 

Several  members  of  the  Florida  congressional  delegation  provided 
us  with  examples  of  the  complaints  they  were  receiving  from  Medicare 
Part  B  beneficiaries  throughout  the  State.    Although  time  did  not 
permit  a  detailed,  in-depth  analysis  of  each  case, we  did  review  12 
cases  to  ascertain  the  time  required  to  process  claims  to  initial 
rejection  or  payment.    We  reviewed  all  data  available  and  analyzed 
the  problems  involved  in  each  of  these  cases  which  actually  involved 
19  claims. 

Seven  of  the  19  claims  were  delayed  from  90  to  182  days  because 
they  involved  payments  for  chiropractic  services.    Claims  for  chiro- 
practic services  were  suspended  from  processing  during  the  period 
October  28,  1974  to  December  16,  1974,  by  direction  of  the  Board  of 
Directors  of  Blue  Shield  of  Florida.    It  appears,  based  upon  the  dates 
of  receipt  of  the  claims  reviewed,  that  a  slow-up  in  the  processing 
of  this  type  of  claim  began  in  July  1974.    This  slow-up  and  ultimate 
suspension  of  processing  resulted  in  a  substantial  backlog  of  chiro- 
practic claims  being  carried  into  1975  and  in  long  delays  in  payments 
to  thousands  of  beneficiaries. 

Blue  Shield  of  Florida  attributed  the  suspension  to  a  lack  of 
sufficient  guidance  from  SSA  concerning  the  definition  of  a  subluxation 
in  chiropractic  tenns.    Also  the  carrier  was  reluctant  to  hire  a 
consultant  chiropractor  because  of  positions  stated  by  both  the 
American  Medical  Association  and  the  Florida  Medical  Association  to 
the  effect  that  willing  professional  association  of  doctors  of  medicine 
with  chiropractors  was  unethical. 
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In  one  case,  the  claimant  implied  that  he  had  submitted  his 
claim  in  January  1974  when  in  fact  the  carrier  did  not  receive  the 
claim  until  January  15,  1975.    This  claim  was  paid  on  Kay  19,  1975-- 
requiring  124  days  to  process.    The  claim  was  in  the  Special  Claims 
Examining  Section  until  April  3,  when  it  was  sent  to  the  Additional 
Development  Section.     It  was  returned  to  Special  Claims  Examining 
on  April  29,  entered  into  the  computer  on  May  1,  and  kicked  out  on 
that  same  date  by  the  edit  error  screen.    Six  of  the  19  claims  were 
delayed  for  long  periods  awaiting  development  of  additional  information. 
Five  of  the  six  claims  stayed  in  the  additional  development  section 
over  45  days. 

One  of  the  19  claims  took  over  nine  months  to  process  (281  days). 
This  claim  was  in  Special  Claims  Examining  from  late  May  1974  to 
early  February  1975,  with  no  indication  of  the  reasons  for  its  being 
there  for  that  length  of  time.    Personnel  of  the  section  speculated 
that  it  had  been  lost  or  misfiled.    The  claimant  had  telephoned 
Blue  Shield  of  Florida  on  two  occasions  but  apparently  no  action  was 
taken  to  resolve  the  claim  until  a  Congressman  interceded  on  her 
behalf.    The  claim  was  paid  one  month  after  receipt  of  the  Congressman's 
letter. 

One  case  involved  two  claims  which  the  beneficiary  said  had  been 
submitted  in  July  1974  and  for  which  she  said  that  she  had  not  been 
paid  as  of  January  1975.    However,  one  of  these  claims  had  been  rejected 
because  it  was  for  noncovered  services  and  the  beneficiary  had  been  so 
notified  in  October  1974.    The  other  claim  was  for  chiropractic  services. 
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It  was  paid  February  7,  1975,  after  being  subjected  to  the  slow-up 
and  suspension  of  chiropractic  claims  already  discussed.    We  noted 
that  this  claim  required  additional  development  and  that  it  was 
kicked  out  by  the  prepayment  screen  because  the  claimant  had  claimed 
reimbursement  for  35  chiropractic  visits  between  August  1973  and 
June  1974. 

One  case  reviewed  took  over  7  months  to  process  because  of  Blue 
Shield's  inability  to  obtain  the  necessary  additional  information. 
Blue  Shield  requested  the  information  four  times  but  apparently  only 
the  last  request  reached  the  physician. 

One  case  involved  four  claims,  two  of  which  v/ere  for  chiropractic 
services.    The  remaining  two  claims  were  processed  in  34  and  15  days 
respectively. 

In  the  course  of  our  review  we  examined  data  sheets  for  most  of 
the  beneficiaries  involved  in  the  12  cases.    In  one  case,  the  beneficiar, 
had  submitted  24  claims  ov-er  a  15-month  period,  and  the  great  majority 
of  these  had  been  paid  within  15  to  30  days.    This  fact  was  not  mentione' 
in  the  beneficiary's  letter  to  the  Congressman. 

Another  beneficiary  failed  to  mention  in  his  complaint  that  Blue 
Shield  of  Florida  had  processed- 15  claims  for  him  during  the  past  15 
months  and  that  most  were  paid  within  15  to  30  days. 
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ATTACHMENT  II 


TEN  LARGEST  CARRIERS  BASED  ON  VOLUME  OF  CLAIMS  PROCESSED 
IN  CALENDAR  YEAR  1974 

.  AVERAGE 
CLAIMS  PROCESSING 

POSITION                     CARRIER  PROCESSED  TIME 

1  Blue  Shield  of  California  6,100,048  16.1 

2  Blue  Cross-Blue  Shield  of  Greater  New  York  5,511,034  16.0 

3  Group  Medical  and  Surgical  Service  (Texas)  3,796,921  19.0 

4  Blue  Shield  of  Florida,  Inc.  3,628,551  22.7 

5  Pennsylvania  Blue  Shield  3,256,325  16.3 

6  Blue  Shield  of  Michigan  3,092,170  13.0 

7  Occidental  Life  Insurance  Co.  of 

California  2,948,503  23.1 

8  Blue  Shield  of  Massachusetts,  Inc.  2,391,294  11.4 

9  Natiowide  Mutual  Insurance  Co.    (Ohio)  2,263,981  17.9 

10  The  Prudential  Insurance  Co.  of  America 

(New  Jersey)  2,227,963  22.9 


Excludes  claims  for  services  provided  by  Hospital  Based  Physicians. 
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Senator  Chiles.  Mr.  Ahart,  I  want  to  thank  you  for  your  statement 
and  the  work  that  GAO  has  done  in  this  instance.  I  think  it  is  a  very 
comprehensive  statement.  It  certainly  seems  to  cover  the  main  areas, 
the  problem  areas  and  point  out  very  graphically  what  some  of  those 
problem  areas  are.  I  would  like  to  go  through  and  ask  you  a  few 
questions  so  that  I  can  understand  this  a  little  bit  better. 

I  see  the  average  cost  for  processing  claims  in  Florida  is  $4.57; 
$3.36  for  all  other  carriers.  Can  you  tell  me  why  the  Blue  Shield  gets 
a  higher  cost  and  who  determines  that?  Does  BHI  set  that  forth? 

Mr.  Ahart.  I  think  our  source  is  a  statistical  report  comparing 
the  average  cost  as  well  as  the  productivity  of  different  carriers, 
which  BHI  pulls  together.  I  think  the  explanation  for  the  difference 
can  be  found  in  the  productivity  indicator,  which  shows  the  Florida 
Blue  Shield  processing  only  155  claims  per  100  man-hours. 

Senator  Chiles.  I  am  trying  to  find  out  the  difference  between  the 
cost. 

Mr.  Ahart.  It  would  be  the  amount  of  labor  going  into  it  as  well 
as  other  factors,  but  the  major  factor  would  be  the  man-hours,  which 
for  Florida  was  155  claims  per  100  man-hours,  as  compared  to  256 
processed  nationalh^ 

Senator  Chiles.  So  it  is  because  they  are  producing  fewer  cases 
per  man-hour  that  the  average  cost  per  case  is  higher? 

Mr.  Ahart.  I  think  that  we  can  relate  this  to  the  fact  their  personnel 
turnover  is  so  high,  77  percent  in  the  claims  examining  function  and 
with  so  many  new  examiners  coming  in  it  will  be  less  efficient  than 
the  t^^pical  operation. 

Senator  Chiles.  Would  3^ou  concur,  then,  judging  from  the  error 
rate  in  the  processing  time  for  claims  that  Blue  Shield  of  Florida 
because  of  its  inefficiency  is  the  reason  for  its  costs  being  30  percent 
higher  than  average? 

Mr.  Ahart.  Yes;  it  would  be  a  matter  of  inefficiency  in  its  operations. 

Senator  Chiles.  The  10  largest  medicare  B  carriers  in  Florida  is 
eight  from  the  bottom  of  that,  10  States? 

Mr.  Ahart.  That  is  right. 

Senator  Chiles.  Florida  has  been  receiving  a  doubling  of  cases 
from  the  year  1970? 

Mr.  Ahart.  That  is  correct. 

Senator  Chiles.  And  also  has  been  receiving  a  seasonal  variation. 
Those  are  factors  that  I  should  understand  by  now  if  it  has  been 
happening  since  1970.  It  is  not  a  surprise  it  just  happened  in  1974. 

Mr.  Ahart.  There  has  been  a  lot  of  growth  and  the  seasonal  fluctu- 
ation would  be  an  annual  occurrence  during  the  tourist  season  and 
one  that  should  be  anticipated. 

Senator  Chiles.  Did  you  determine  anything  about  the  high 
turnover  rate,  this  77  percent;  do  you  think  that  was  primarily  because 
of  wages  paid  or  were  there  other  factors,  or  did  you  go  into  this? 

Mr.  Ahart.  We  are  still  looking  at  that,  Mr.  Chairman.  Certainly 
we  think  the  wages  paid  in  the  examining  functions  in  other  parts 
of  the  Blue  Shield  operation  would  be  a  factor  in  the  turnover  rate. 
We  are  going  to  do  additional  work  to  see  if  there  are  other  factors 
we  can  identify  as  reasons. 

Senator  Chiles.  What  reasons  were  given  for  paying  the  part  B 
examiners  less  than  the  other  examiners? 

Mr.  Ahart.  They  have  a  system  which  evaluates  and  classifies 
each  job  on  different  factors,  the  complexity  of  it  and  so  on.  It  is 
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really  the  matter  of  points  assigned  by  the  classification  people  in 
the  personnel  department  to  the  difficulty  and  the  complexity  of  the 
part  B  examining  function.  We  have  not  gone  behind  those  factors 
to  see  if  they  are  reasonable.  The  carrier  has  approved  an  increase  in 
their  pay,  which  has  not  yet  gone  into  effect,  to  bring  them  up  to  the 
pay  of  the  other  claims  examiners. 

Senator  Chiles.  What  are  they  actually  paid? 

Mr.  Ahart.  It  is  a  fairly  low  range  of  $107  a  week  to  some  other 
figure.  I  believe  we  have  that  in  our  backup  material.  The  range  for 
these  examiners  is  from  $107  a  week  to  $145  a  week,  in  comparison  with 
the  regular  examiners  which  was  $114  to  $157  a  week.  So  there  is 
something  less  than  a  10  percent  differential. 

Senator  Chiles.  Ten  percent  differential.  What  was  their  turnover 
in  their  regular  examiners? 

Mr.  Ahart.  We  don't  have  that  figure.  The  overall  turnover  is 
about  48  percent  and  with  the  part  B  examiners,  it  was  about  77 
percent,  so  it  is  a  fairly  large  differential  there. 

Senator  Chiles.  Can  you  explain  to  me  how  this  reimbursement 
claims  figure  that  the  Government  pays  to  Blue  Cross-Blue  Shield  is 
figured?  In  other  words,  they  certainly  put  in  the  wages  and  salaries 
that  they  pay  their  employees  and  they  had  their  other  costs  and 
expenses  and  overhead  added  to  that  by  virtue  of  profit  or  what  they 
work  on?  How  is  that  figured?  Can  you  break  that  down  for  me? 

Mr.  Ahart.  The  contract  provides  for  a  total  reimbursement  by  the 
Government  for  the  part  B.  This  would  include  the  salaries,  computer 
processing,  all  the  costs  associated  with  that  and  an  appropriate 
share  of  the  overhead  of  the  overall  organization. 

The  contract  itself  is  presumably  a  no-fee  contract  in  the  sense  that 
it  is  cost  reimbursement  only  with  no  allowance  for  profit  to  Blue 
Shield  as  the  carrier.  I  don't  know  how  more  specific  we  can  get  than 
that.  We  could  give  you  a  breakdown  of  what  is  included  in  the 
$15.3  million  in  administrative  costs  for  calendar  year  1974,  if  you 
would  like  to  have  that. 

Senator  Chiles.  I  would  like  to  have  that  but  I  am  trying  to  under- 
stand why  it  is  to  Blue  Cross-Blue  Shield's  advantage  to  pay  less  to 
an  examiner,  especially  to  a  claims  B  examiner,  as  opposed  to  another 
examiner. 

Mr.  Ahart.  To  the  best  of  our  knowledge  at  this  point,  it  was 
simply  a  matter  of  personnel  judgment  on  the  difficulty  associated 
with  the  claims  examining  functions  in  part  B  as  opposed  to  other 
parts  of  their  operation.  This  is  an  area  we  are  going  into  in  more 
depth  as  our  review  continues  to  see  if  we  can  get  a  better  under- 
standing of  the  reasons  why  this  would  occur  and  why  the  turnover 
rates  would  be  so  excessive  in  the  part  B  examiners'  section,  but  we 
don't  have  any  further  answer  on  that  today. 

Senator  Chiles.  Is  it  your  feeling  based  on  the  high  turnover 
rate  this  was  the  major  reason  for  this  fact  that  there  were  42  errors 
per  100  line  items  processed  during  July? 

Mr.  Ahart.  We  think  this  is  a  very  significant  factor.  We  have 
all  the  new  examiners  there  and  new  people  in  the  operation  so  their 
error  rate  would  be  higher  than  if  you  had  a  stable  work  force  where 
you  have  people  learning  their  job  and  learning  how  to  avoid  the  errors. 
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Senator  Chiles.  How  can  we  determine  whether  these  errors  did 
result  in  other  payments  that  have  been  undertaken? 

Mr.  Ahart.  I  think  the  only  way  that  could  be  done — and  I  don't 
know  if  we  have  any  information  on  that  today — would  be  sampling 
the  claims  and  testing  that  sample  and  determine  how  many  were 
overpayment  or  underpayment  errors  or  other  types  of  errors.  I 
don't  think  we  have  done  that.  I  don't  know  if  that  information  is  or 
is  not  available  from  what  we  refer  to  as  the  end  of  the  line  review. 
Mr.  Taylor  may  have  some  additional  information  on  it. 

Mr.  Taylor  says  it  is  available  but  we  don't  have  that  information 
with  us  today. 

Senator  Chiles.  It  would  seem  if  you  said  42  percent  of  100  line 
items  had  an  error,  if  I  was  one  of  those  claimants,  I  would  like  to 
know  if  that  error  was  in  my  favor  or  against  me,  and  I  think  the 
Government  would  like  to  know  if  the  error  was  an  overpayment  or 
not;  because  if  you  have  that  percentage  of  errors,  I  don't  think  it  is 
going  to  average  out,  maybe  it  does.  It  seems  to  me  the  people  are 
being  rooked  or  the  Government  is  being  rooked.  In  any  event,  that 
is  not  what  the  process  is  supposed  to  do,  I  think  we  ought  to  try  to 
get  some  figures  on  that. 

Looking  at  the  monthly  averages  ranging  from  a  low  of  17.5  days 
during  March,  185,000  unassigned  claims  for  process  to  a  high  of  37 
days  during  October  when  157,000  were  processed  does  not  seem  to  be 
indicative  that  the  number  of  claims  were  influencing  the  average 
days  because  it  was  a  month  when  they  had  less  claims  that  the}^  had 
a  much  higher  average  day. 

Mr.  Ahart.  There  is  no  correlation  between  the  volume  of  claims 
and  the  average  length  of  processing  time. 

Senator  Chiles.  Then  it  is  not  just  the  seasonal  variation  where 
the  problem  results? 

Mr.  Ahart.  It  is  not  all  attributable  to  the  seasonal  variation. 
Mr.  Taylor  might  comment  on  this.  If  they  do  need  to  bring  in  addi- 
tional claims  examiners  to  handle  the  higher  workload  during  the 
winter  months,  that  might  increase  the  processing  time  and  the  error 
rates.  That  is  a  hypothetical  assumption  on  my  part.  There  is  no 
direct  correlation  for  different  types  of  claims  and  the  numbers  and 
the  average  processing  time. 

Senator  Chiles.  The  time  is  greatly  reduced  if  it  is  an  assigned 
claim  or  done  by  a  hospital  physician.  So  the  fact  that  we  have  fewer 
doctors  receiving  assignments  in  Florida,  does  influence  the  time  his 
claim  would  take? 

Mr.  Ahart.  Yes;  it  is  certainly  a  big  influence. 

Senator  Chiles.  What  is  the  rule  in  regard  to  how  long  a  claim 
should  be  in  the  office  before  it  has  a  control  number  placed  on  it? 
You  were  saying  you  had  about  7  days'  time  elapsing  between  the 
time  it  came  in  and  the  time  you  issued  the  checks. 

Mr.  Ahart.  Actually,  the  7  days  was  the  total  of  two  different  time 
periods. 

Senator  Chiles.  The  front  end  and  the  back  end? 

Mr.  Ahart.  Yes,  and  I  don't  have  any  specific  information  person- 
ally on  what  would  be  reasonable.  There  would  be  some  time  before 
you  get  it  into  the  system.  Mr.  Taylor  may  have  some  criteria  as  to 
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what  it  would  be.  I  guess  at  this  point  we  would  say  as  short  as 
possible  to  get  it  under  control  and  into  the  system  but  I  don't  think 
we  have  any  criteria  on  just  what  that  would  be. 

Senator  Chiles.  If  you  don't  have  some  criteria,  you  would  not 
get  a  true  date  figure.  As  you  noted  in  all  the  time  periods  you  have 
given  us  you  said  you  ought  to  add  7  days  to  it  because  of  this  delay. 

Mr.  A  HART.  Yes. 

Senator  Chiles.  What  kind  of  reason  did  you  get  for  the  fact  that 
when  you  were  sampling  for  additional  development  that  the  69 
claims  set  an  average  of  15  days  between  the  time  the  claims  examiner 
requested  the  additional  information  and  the  time  that  the  telephone 
call  or  request  was  made? 

Mr.  Ahart.  Perhaps  Mr.  Taylor  can  comment  on  that.  I  don't 
know  if  we  have  specific  information  or  whether  we  asked  the  right 
kind  of  questions. 

Senator  Chiles.  Did  you  get  any  excuse  or  reason,  or  is  it  just 
sitting  there? 

Mr.  Taylor.  No,  sir,  the  error  suspense  sheet  that  comes  out  saying 
it  needs  additional  development  must  be  matched  up  with  the  addi- 
tional supporting  documentation  therewith  so  the  information  goes 
in  a  package  to  the  girls  who  make  the  telephone  calls  or  to  the  other 
group  that  would  request  the  information  by  mail.  It  does  seem  to 
take  them  between  10  and  15  days  to  get  all  of  the  documentation 
gathered  together  and  presented  to  the  girl  who  will  make  the  tele- 
phone call. 

Senator  Chiles.  They  don't  have  any  control  time  on  that  or  any 
time  that  you  would  say  this  ought  to  be  done  within  a  certain  number 
of  days? 

Mr.  Taylor.  I  don't  believe  so,  sir. 

Senator  Chiles.  Did  you  examine  their  training  program,  what 
kind  of  training  program  they  had  for  these  people?  I  guess  they  don't 
have  very  long  if  they  are  turning  over  77  percent.  They  don't  sit 
around  very  long  after  they  have  been  trained.  What  kind  of  training 
program? 

Mr.  Taylor.  Sir,  we  have  not  looked  into  it.  I  understand  they  do 
have  a  4-  or  5-week  training  program  for  these  claims  examiners  but 
we  have  not  done  any  work  in  that  area. 

Senator  Chiles.  In  addition  to  wages,  what  other  factors  does 
Blue  Cross-Blue  Shield  have  in  the  way  of  work  incentives,  for  morale 
incentives?  Did  you  check  into  their  vacation  pay  and  their  vacation 
time,  their  benefits? 

Mr.  Taylor.  We  have  not  done  much  work  in  that  area,  sir. 

Senator  Chiles.  It  was  your  determination,  then,  that  prior  to  the 
time  of  the  hiring  of  this  new  vice  president  or  the  creation  of  this  new 
vice  president  that  their  management  attention  was  just  to  the  fact 
that  in  percentage  numbers,  the  percentage  numbers  were  that  most 
of  the  claims  were  being  handled  in  a  routine  fashion  and  they  were 
concentrating  on  that.  There  was  no  attention  to  the  fact  that  they 
had  these  quarter  of  a  million  cases  a  year  that  were  taking  this 
unreasonable  period  of  time? 

Mr.  Ahart.  I  think  we  would  say  certainly  not  adequate  attention 
to  the  ones  that  were  problem  cases.  I  think  probably  there  would  be  a 
tendency  to  take  some  comfort  in  the  fact  that  a  small  percentage  of 
them  go  over  60  days  and  not  enough  attention  given  to  the  fact  that 
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thousands  of  people  are  having  claims  delays.  Wtih  the  appointment 
of  a  vice  president  to  take  care  of  this  area  and  with  the  kind  of  empha- 
sis that  should  be  given  to  these  problems,  things  should  improve, 
but  it  was  our  view  and  the  view  of  other  people  who  reviewed  it 
that  there  was  not  adequate  management  attention  being  given  to  these 
kinds  of  problems. 

Senator  Chiles.  Thank  you  very  much.  We  look  forward  to  the 
other  development  and  we  will  continue  to  be  in  touch  with  you  in 
following  up  on  this  and  we  appreciate  the  work  you  have  done. 

Our  next  witness  will  be  Mr.  Thomas  M.  Tierney,  who  is  the 
Director  of  the  Bureau  of  Health  Insurance  for  the  Social  Security 
Administration. 

TESTIMONY  OF  THOMAS  M.  TIERNEY,  DIRECTOR,  BUREAU  OF 
HEALTH  INSURANCE,  SOCIAL  SECURITY  ADMINISTRATION, 
ACCOMPANIED  BY  DOUGLAS  RICHARDS,  DIRECTOR,  ATLANTA 
REGIONAL  OFFICE 

Mr.  Tierney.  I  am  delighted  to  be  here  this  morning,  Mr.  Chair- 
man. I  have  with  me  on  my  right,  Mr.  Douglas  Richards,  who  is  the 
head  of  our  regional  office  in  Atlanta,  in  whose  region  is  encompassed 
this  operation.  I  have  prepared  a  statement  which  has  been  filed  with 
the  committee. 

Senator  Chiles.  Your  statement  will  be  included  entirely  in  the 
record  at  the  conclusion  of  your  testimony. 

Mr.  Tierney.  There  is  so  little  that  I  can  add  to  what  has  been 
said,  there  would  not  be  much  point  in  my  reading  the  statement, 
so  I  would  like  to  ask  that  it  be  put  in  the  record  and  I  will  make  a 
couple  of  comments. 

Senator  Chiles.  It  has  been. 

Mr.  Tierney.  I  will  comment  on  a  couple  of  the  problems  we 
have  seen  in  Florida  and  then  I  would  be  glad  to  respond  to  any  ques- 
tions you  might  have. 

Let  me  start  out  by  saying,  Mr.  Chairman,  from  what  3^ou  have 
already  heard  and  I  know  from  your  own  interest  and  background  in 
the  past,  medicare  is  a  very  complicated  program.  I  think  it  has  been 
a  tremendously  successful  program  in  many  ways,  but  it  was  probably 
the  first  massive  effort  to  enter  into  whole  new  areas  of  health  care  and 
the  mechanisms  of  paying  for  health  care  that  had  ever  been  under- 
taken in  this  country,  and  certainly  in  the  beginning  there  were  a 
lot  of  headaches.  Things  are  improving  and  things  I  would  dare  say 
even  in  Florida  are  improving. 

Senator  Chiles.  No,  sir,  don't  dare  say  that.  Don't  dare  say  that 
because  I  don't  believe  you  can  dare  say  that  in  Florida  yet. 

Mr.  Tierney.  I  would  say  that  I  think  things  in  Florida,  and  I 
think  Mr.  Ahart  would  agree,  have  for  the  first  time  the  potential 
for  improving,  and  that  is  because  of  the  things  he  stressed  but  the 
one  factor  perhaps  he  did  not  put  sufficient  stress  on  is  that  30  percent 
of  the  entire  Florida  part  B  medicare  claim  load  will  be  transferred 
to  a  new  carrier  on  July  1.  That  is  about  a  million  claims  in  perhaps 
the  most  difficult  area"^  of  Florida  from  the  standpoint  of  securing 
assignment  and  this  type  of  thing;  so  if  I  said  improved  I  misspoke 
myself.  I  think  there  is  a  real  promise  that  things  will  improve  in 
Florida. 
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Let  me  make  it  clear,  Mr.  Chairman,  we  have  been  probably  the 
greatest  critics  Blue  Shield  has  had  and  I  am  not  here  in  any  way  to 
defend  them. 

I  think  there  are  one  or  two  things  you  would  want  to  know  about 
their  performance  and  costs  and  particular  problems  as  we  have 
viewed  them. 

You  raised  a  question  for  example  about  the  hospital  claim.  I 
think  the  one  element  left  out  of  the  GAO  response  to  that  was  this 
assignment  situation.  Assigned  claims  are  very  much  easier,  as  the 
figures  indicate,  to  process.  They  are  prepared  by  doctors'  secretaries 
and  they  are  well  done  with  few  errors  and  they  go  through  fairly  well. 
Those  prepared  by  hospital  bookkeeping  departments  are  perhaps  the 
best  and  they  go  through  very  well.  An  unassigned  claim  is  usually 
one  prepared  by  the  patient  himself  or  herself.  Usually  it  contains 
a  large  number  of  errors  so  there  is  a  correlation  between  the  overall 
figure  of  claims  processing  and  the  assignment  ratio. 

I  want  to  make  one  further  thing  clear  to  you  which  maybe  was  not 
clear  to  you.  You  first  indicated  there  was  a  payment  by  the  Govern- 
ment of  all  of  the  costs  of  the  operation  and  then  some  plus  for  profit; 
there  isn't  any  plus  for  profit.  It  is  a  pure  cost  operation  subject  to 
audit  not  only  by  the  HEW  audit  agency  but  subject  to  audit  by  GAO. 
So  there  is  not  a  profit  in  the  situation. 

Other  than  that,  I  think  what  the  General  Accounting  Office  found 
is  what  we  have  found  and  what  Mr.  Richards'  people  found  and  what 
his  representatives  have  found.  That,  of  course,  led  up  to  the  Secre- 
tary's acceptance  of  our  suggestion  that  a  very  significant  change  be 
made. 

Senator  Chiles.  Tell  me  for  my  information,  then,  how  you  do 
determine  what  costs  you  will  pay  to  any  carrier? 

Air.  TiERNEY.  In  the  first  place,  it  is  not  on  a  prospective  basis  or 
bid  basis  or  prenegotiated  rate.  It  is  a  retroactive  cost.  At  the  end  of 
each  year  they  file  a  very  detailed  line  item  cost  report  which  we  then 
review,  audit,  and  they  are  reimbursed  to  the  extent  their  costs  are 
reasonable.  If  there  are  any  costs  which  are  unreasonable  or  any  al- 
locations which  are  inappropriate,  they  are  not  paid;  but  it  is  a  result- 
ant figure,  Mr.  Chairman,  rather  than  a  negotiated  figure,  a  prospec- 
tive figure. 

Senator  Chiles.  Then  the  costs  that  they  pay  their  examiners  are 
part  of  the  cost  that  they  then  pass  over  or  that  they  report  to  you? 
Mr.  Tierney.  Yes,  sir. 

Senator  Chiles.  And  in  turn  are  reimbursed  for? 
Mr.  Tierney.  Right. 

Senator  Chiles.  Do  3^ou  set  any  rate  as  to  how  much  the}^  can  pay 
their  examiners? 

Mr.  Tierney.  No,  sir.  We  do  not  set  a  rate.  If  there  is  an  excessive 
amount,  an  unreasonable  amount,  it  would  be  subject  to  question 
and  reasonable  for  an}^  other  portions  of  their  expense  but  we  don't 
set  any  minimum  amounts  that  they  must  pay.  This  has  been  in 
keeping.  Senator,  with  the  philosophy  of  the  Congress  and  the  whole 
production  of  medicare — to  the  extent  possible  the  Government  is 
to  look  to  the  private  sector  to  do  this  administrative  processing  job 
for  it  and  the  Government's  responsibility  is  to  see  to  it  that  it  be  done 
well  and  that  the  costs  be  reasonable  but  that  it  not  try  to  interpose 
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its  managerial  judgment  on  the  judgment  of  the  organizations  in- 
volved. So  we  have  not  set  minimum  wage  or  anything  like  that. 

Senator  Chiles.  You  say  that  yoti  think  benefits  are  going  to 
result  by  the  fact  that  you  have  taken  approximately  30  percent  of 
their  claims  and  given  them  to  another  carrier.  Why,  primarily? 

Mr.  TiERXEY.  Primarily,  Senator,  because  Florida  simply  has 
ncA'er  been  able  to  get  on  top  of  its  claims  load.  It  has  had  this  kind 
of  backlog  of  claims  almost  from  the  inception  of  the  program.  We 
have  had  very  similar  situations  in  other  States.  California  produces 
the  most  claims  of  any  State  in  the  Xation.  It  was  carrying  a  load 
that  would  seem  simply  impossible  to  ever  get  on  top  of.  There  were 
14  counties  in  California  that  ttirned  from  Blue  Shield  to  Occidental. 
That  reduction  of  a  load  to  a  manageable  amount  vastly  improved 
the  operation  out  there.  The  same  thing  is  true  in  seven  or  eight  other 
contract  areas.  We  think  in  reducing  the  load,  maybe  at  last  they 
will  get  on  top  of  it. 

Senator  Chiles.  I  see  Blue  Shield  of  California  is  handling  6.100.- 
000  claims  with  an  average  time  of  16.1  and  Blue  Shield  of  Florida 
has  3.62S,000  with  an  aA'erage  time  of  22.7.  So.  here  you  have  double 
the  number  of  claims  being  handled  by  a  carrier.  Blue  Shield  of 
California,  and  they  are  doing  it  in  16.1  days,  and  I  look  at  the  figures 
that  GAO  has  developed  for  us  and  they  don't  show  any  correlation 
between  the  seasonal  variation.  They  do  better  the  more  claims  they 
have  and  in  a  shorter  ntimber  of  da^'s.  It  seems  to  me  once  the  seasonal 
variant  is  a  knoA^m  factor,  the  first  year,  yes.  but  the  seasonal  varia- 
tion in  Florida  as  well  as  the  growth  is  a  known  factor.  That  has  been 
a  management  variant  that  should  be  compensated  for. 

Mr.  TiERXEY.  There  is  no  Ciuestion  about  it  that  management  varies 
from  very  good  to  perhaps  acceptable  in  the  intermediaries  across  the 
country.  You  can't  look  just  at  time.  Senator.  California.  I  believe, 
and  I  would  like  to  correct  this  if  I  am  wrong,  has  the  highest  assign- 
ment rate  in  the  Xation.  They,  therefore,  hai'e  very  good  clean  claims 
coming  in  that  are  c^uite  easier  to  process  than  Florida  who  have  among 
the  two  or  three  lowest  assignment  rates  in  the  Xation.  That  is  not  an 
excuse  but  it  is  something  you  can't  ignore  either.  It  makes  a  tremen- 
dous difference. 

Senator  Chiles.  Under  the  recent  report  of  the  Secretary  of  HEW, 
the  AdAUSory  Committee  on  Medicare  Administration  did  not  recom- 
mend any  changes  in  the  Government's  policy  as  to  the  use  of  pri^-ate 
carriers.  Among  the  reasons  giA^en  for  that  Avas.  one  of  Avhich  the  part 
B  in  medicare  is  imic^uely  sensitiA'e  as  an  area  of  GoA^ernment  inA'oh'e- 
ment  in  the  practice  of  medicine  and  if  priA^ate  carriers  Avhich  were 
long  accustomed  to  Avorking  AAuth  physicians  Avere  more  likely  to  enlist 
the  physicians'  cooperation  in  support  than  a  Federal  agency.  Accord- 
ing to  the  Office  of  Research  and  Statistics  in  the  Social  Seciuity 
Administration  in  the  December  1974  report,  the  assignment  rate  fell 
from  64.6  percent  in  1970  to  56.9  percent  in  1973.  and  in  Florida  at 
the  end  of  1973.  the  assignment  rate  Avas  only  35.9.  Avay  beloAv  the  na- 
tional aA-erage. 

It  does  not  look  like  the  priA'ate  carriers  are  doing  the  job  Ave  antici- 
pated they  Avere  going  to  do. 

Mr.  TiERXEY.  I  don't  think  we  can  attribute  it  solely  to  them. 
The  most  important  thing  about  the  assignment  rate  going  down  is 
the  constant  restriction  of  AAdiat  AA'as  at  one  time  almost  an  open 
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check — pay  whatever  the  doctor  sent  in.  The  Congress  said  let's 
pay  customary  and  prevaihng  fees,  whatever  the  doctor's  customary 
fee  was  so  long  as  it  was  not  higher  than  other  customary  fees  and 
I  understand  they  are  quite  high  in  some  areas. 

Every  year  since  the  program  started,  there  has  been  some  restriction 
brought  into  that  picture  and  understandably  so  because  it  was  just 
running  out  of  hand.  There  were  some  years  when  fees  for  physicians 
were  frozen  under  the  Economic  Stabilization  Act.  This  year  we  will 
be  putting  in  a  fee  adjustment  but  based  solely  on  a  new  index.  I 
think  the  lowering  of  the  assignment  rate,  if  you  were  to  inquire  of 
professional  medicine,  at  least  that  is  what  they  tell  us,  is  that  they 
just  find  the  payments  increasingly  unacceptable.  As  you  know,  when 
they  take  an  assignment  they  have  to  agree  that  that  is  it.  They  take 
that  fee  and  they  can't  collect  anything  from  the  patient,  so  that  is 
the  real  background  of  why  the  assignment  rate  has  gone  down. 

Senator  Chiles.  Has  the  Social  Security  Administration  established 
a  ratio  between  the  dela3^s  and  delivery  of  benefits  and  the  assignment 
rate? 

Mr.  TiERNEY.  I  am  sorry  I  don't  understand  you. 

Senator  Chiles.  Have  you  set  a  ratio  between  the  fact  of  where 
there  is  an  assignment  and  where  there  is  not  and  what  should  be  a 
reasonable  timespan  between  the  two? 

Mr.  TiERNEY.  We  have  figures  on  what  ihej  are.  Senator.  We 
have  not  set  what  they  must  be. 

Senator  Chiles.  Do  you  have  any  kind  of  range  that  you  would 
consider  to  be  the  norm  or  what  you  would  then  look  at  a  carrier  if 
they  were  not  meeting,  but  if  there  is  a  physician  in-house  in  a  hospital 
it  ought  to  be  done  with  an  average  claim  being  handled  with  x 
number  days  and  if  assignment  it  should  be  handled  within  x  number 
of  days  and  if  there  is  no  assignment,  it  ought  to  be  handled  in  x 
number  of  days. 

Mr.  TiERNEY.  We  have  those  figures,  Senator.  I  am  not  trying 
to  quibble.  We  have  them  as  a  result  of  the  improvement  and  enhance- 
ment of  the  program,  computerization  of  the  program  and  therefore 
established  goals.  I  don't  want  to  say  to  you  that  we  have  said  that 
a  hospital-based  physician  claim  on  an  assignment  must  be  handled 
in  3  days.  We  have  not  said  that. 

Senator  Chiles.  I  am  just  asking  if  you  have  something  in  your 
shop  when  you  say  the  State  of  Florida  or  the  State  of  Connecticut 
or  some  other  State  that  they  are  coming  up  within  certain  days 
that  you  have  some  guideline  to  send  somebody  out  there  to  find 
out  what  in  the  hell  is  happening. 

Mr.  TiERNEY.  We  have  that  on  a  monthl}^  and  quarterly  basis 
on  assignment  rate,  unassigned,  cases  received,  how  man^^  queries, 
how  many  rejects,  average  processing  time,  how  many  over  15  days, 
how  many  over  30  days.  We  have  a  mass  of  data  I  would  be  happy 
to  supply  the  committee,  Mr.  Chairman,  and  from  it  we  can  certainly 
detect  here  is  a  situation  where  something  is  wrong. 

Senator  Chiles.  I  am  not  exactly  looking  for  the  massive  data. 
I  am  looking  for  the  guidelines  or  average  things. 

Mr.  TiERNEY.  I  think  if  I  were  to  supply  you  with  one  of  our 
quarterly  standard  reports  3^ou  would  find  virtually  ever}^  aspect  of 
their  operation,  each  area's  operation  is  reflected  in  those  reports 
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and  it  is  obviously  from  those,  Senator,  that  you  make  judgments 
that  this  is  a  good  carrier,  this  is  a  bad  carrier,  this  is  a  proven  carrier, 
and  so  forth. 

Senator  Chiles.  We  have  tons  of  reports  in  the  Government  and 
we  have  a  lot  of  them  in  the  Congress,  even,  and  reports  can  be  a 
lot  of  paperwork  or  they  can  be  used  as  a  means  of  really  getting 
into  something.  I  want  you  to  kind  of  understand  from  where  I  sit 
this  GAO  report  does  not  just  reflect  on  Blue  Cross-Blue  Shield  now 
showing  what  we  have  kind  of  realized  in  Florida — not  the  exact 
numbers  but  just  from  the  cries  of  the  people,  a  quarter  of  a  million 
people.  I  think  it  also  reflects  that  we  have  not  been  policing  Blue 
Cross-Blue  Shield  the  way  we  should.  It  is  interesting  to  note  now 
they  have  put  a  vice  president  in  charge  of  management  as  of  June. 
Maybe  that  is  the  result  of  your  taking  33  percent  of  the  things 
away  from  them,  but  I  wonder  if  it  is  as  a  result  of  GAO  going  in  there. 

It  seems  to  me  again  the  prime  responsibility  under  the  mandate 
of  the  Congress  is  the  operation  of  this  program  rests  with  the  Gov- 
ernment. We  have  set  up  the  carrier.  We  seem  to  think  that  is  the 
best  way  of  delivering  the  services.  But  I  don't  think  we  can  sit  back 
and  say  to  those  people,  to  our  citizens,  ''Well,  it  is  the  carrier's  fault 
and  it  is  all  their  fault."  They  are  looking  to  the  Government.  So,  I 
think  part  of  the  fault  really  is  perhaps  with  the  Congress,  that  we 
have  not  moved  quicker  to  determine,  to  oversight,  to  determine 
whether  it  is  being  carried  out  and  certainly  with  social  security  that 
they  have  allowed  this  to  happen  and  go  on  as  long  as  they  have. 

Mr.  TiERNEY.  I  would  agree  with  you.  Let  me  give  you  one  thought. 
Senator.  We  have,  since  the  beginning  of  this  program,  I  believe, 
done  more  to  improve  the  health  care  processing  in  this  country 
than  anything  that  ever  happened  in  the  last  30  years.  I  believe  if 
you  brought  Blue  Cross  and  Blue  Shield  in  here  they  would  tell  you 
they  have  done  a  better  job  since  medicare  and  I  think  the  insurance 
companies  would  say  the  same  thing  but  there  are  still  weaknesses. 
One  of  the  imponderables  you  run  into,  Senator,  is  when  do  you  cut 
the  string?  Here  is  an  outfit  you  spend  a  lot  of  money  on.  They  have  a 
full  staff,  they  have  a  computer,  they  are  giving  a  promise  that  maybe 
in  another  6  months  things  are  going  to  be  better,  so  the  inclination, 
frankly,  is  let's  try,  let's  push,  let's  push,  let's  push.  When  you  finally 
cut  the  string,  it  is  quite  traumatic.  We  moved  Blue  Shield,  for  ex- 
ample, out  of  Cleveland  and  turned  it  over  to  Nationwide.  In  the  long 
run  it  worked  out  well.  For  6  months  there  was  chaos.  There  has 
been  reluctance  to  change,  but  there  is  hope  that  you  can  improve. 

Senator  Chiles.  I  think  that  might  be  where  you  had  to  do  the 
ultimate  thing  and  cut  the  string.  But  what  I  want  to  know  is  what 
are  we  doing  so  that  we  don't  have  to  do  that,  to  get  them  in  line  and 
say,  look,  you  are  not  paying  attention  to  this  and  you  are  not  paying 
these  claims  examiners  enough.  It  is  intolerable  to  have  a  77  percent 
turnover  and  it  is  just  not  acceptable  and  the  money  is  being  passed 
on,  so  why  don't  you  pay  these  people  decently  and  put  in  manage- 
ment in  charge  of  these  kinds  of  things.  Maybe  if  we  say  we  don't 
involve  ourselves  at  all  with  these  private  carriers,  I  would  hope  Blue 
Cross-Blue  Shield  is  doing  a  better  job  with  their  claims  and  I  would 
suspect  they  are.  If  I  use  the  figure  profit,  that  is  because  of  my 
failure  to  understand  the  program.  But  if  we  are  talking  about  over- 
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head  when  they  get  $15  milHon  into  their  operation,  certainly  you 
ought  to  help  them  in  what  their  other  operation  is  going  to  be  in 
reducing  that  overhead,  and  that  has  to  be  the  same  thing  as  profit 
because  Blue  Cross-Blue  Shield,  like  any  other  carrier,  Prudential, 
or  the  rest,  they  are  not  taking  it  on  just  to  be  taking  it  on.  That  is 
not  the  way  things  work  in  this  country,  I  don't  think.  We  don't 
want  them  to  work  that  way.  I  think  there  has  to  be  some  reason 
they  are  doing  that.  Maybe  we  don't  use  the  term  '"profit"  but  I  am 
sure  it  helps  the  other  side  of  their  operation. 
Mr.  TiERNEY.  No  question  about  it. 

Senator  Chiles.  That  is  the  feature  in  helping  the  other  side  of  the 
operation  that  has  an  incentive  and  that  is  why  others  are  doing  it. 

Mr.  TiERNEY.  Blue  Cross  and  Blue  Shield  have  a  unique  situation. 
They  have  to  be  in  the  business — they  have  to  be  in  the  business. 
Nevertheless,  there  is  because  of  the  ability  to  have  a  larger  computer 
capacity,  for  example,  to  allocate  portions  thereof  appropriately  to 
medicare,  there  are,  if  you  want  to  call  them  profits,  there  are  good 
features  which  accrue  to  a  medicare  carrier  or  intermediary. 

Senator  Chiles.  Again,  I  think  part  of  our  problems  at  all  times  is 
I  am  sure  we  are  delivering  services  better.  I  don't  take  issue  with 
that,  but  if  you  look  at  those  figures,  if  you  look  at  them  from  where 
we  were,  sooner  or  later  though  somebody  has  to  face  this  quarter  of 
a  million  people  in  Florida  who  are  facing  these  delays.  You  listen  to 
them  and  they  become  a  little  different  thing  from  a  0.00  statistic. 
They  become  a  human  being  who  many  times  have  no  other  source 
of  income,  sitting  there  waiting  every  day  for  that  check  to  come  in. 

Now,  a  person  with  pride,  he  does  not  want  to  be  dunned  or  become 
unable  to  pay  his  bills.  That  is  all  they  have  to  think  about  and  it 
just  drives  them  wild.  To  them  they  don't  think  the  system  is  working 
better.  It  is  just  kind  of  the  worst  affair  that  can  happen  in  their  lives. 

Mr.  TiERNEY.  I  totally  agree.  Senator.  The  Social  Security  Ad- 
ministration of  all  agencies  of  Government  has  demonstrated  an 
interest  throughout  its  existence  in  providing  people  with  what  they 
are  entitled  to.  Our  goal  is  to  pay  every  time  as  fast  as  it  can  be  done, 
obviously.  We  have  come  some  of  the  way  and  we  have  a  way  to  go 
to  getting  that  done. 

There  is  one  other  feature  that  is  so  obvious  that  I  hesitate  to  bring 
it  up  and  that  is  processing  time  alone  is  not  a  criteria  that  the 
Government  can  stand  by.  If  you  go  to  an  extreme,  if  you  take  every 
bill  that  comes  in  and  send  out  a  check  that  afternoon,  you  have  a 
problem,  and  that  would  be  a  totally  irresponsible  operation. 

Senator  Chiles.  I  agree  with  that. 

Mr.  TiERNEY.  There  are  all  of  these  fool  things  and  it  is  very 
difficult,  and  you  have  to  remember  the  doctor  has  a  very  big  thing 
going  in  this.  If  we  had  a  75  percent  assignment  rate  in  Florida,  I 
think  you  would  find  there  would  be  many  more  satisfied  medicare 
beneficiaries  in  Florida.  There  is  no  way  to  force  that. 

Senator  Chiles.  I  think  we  still  have  to  work  within  the  realities  of 
what  we  do  have  in  Florida  or  California  or  any  of  these  other  States. 
The  realities  are  even  though  we  don't  have  that,  we  are  not  getting 
the  kind  of  time  we  should  be  getting.  You  are  right  in  processing 
time  alone  but  what  that  information  tells  us  on  just  processing  time, 
and  that  tells  us  40  errors  in  120  items,  that  is  not  just  processing 
time — that  scares  me  to  death. 


29 


Mr.  TiERNEY.  I  don't  want  to  sound  defensive  on  every  point. 
Those  42  errors  are  part  of  the  system  we  set  up  which  now  counts 
any  error  as  a  reportable  error.  For  example,  if  one  of  the  numbers  in 
the  zip  code  is  wrong,  it  is  an  error.  If  one  of  the  middle  initials  of 
the  person  is  wrong,  it  is  an  error.  Up  in  New  York  we  got  into  a 
ridiculous  situation  where  if  people  sent  a  claim  to  New  York  City 
instead  of  the  Bronx — that  was  counted  as  an  error.  We  are  now 
perfecting  that  system  so  that  those  errors  which  do  have  a  dollar 
impact,  which  do  show  there  is  a  mistake  that  has  been  made,  that  the 
case  should  or  should  not  have  been  paid  and  should  or  should  not 
have  been  paid  in  this  amount  will  be  reflected  and  you  get  a  much 
better  picture.  Forty  is  still  too  many.  There  are  those  who  say  if 
you  have  a  good  system  you  should  catch  every  error,  but  the  42  does 
not  mean  there  are  that  many  significant  errors.  Everything  that  is 
wrong  is  counted  as  an  error. 

Senator  Chiles.  In  evaluating  carrier  performance,  the  committee 
was  concerned  that  private  utilization  might  discourage  efficiencies 
and  cost  savings.  In  essence,  the  committee  said  monopolies  were 
created  contrary  to  the  spirit  of  free  enterprise.  Would  you  comment 
on  that? 

Mr.  TiERNEY.  I  think  that  was  really  not  a  recommendation  of  the 
committee  report  that  any  change  be  made  in  that.  There  was  one 
member  of  the  committee  who  felt  strongly  that  a  doctor  should  send 
his  bills  to  any  carrier  in  the  country  and  that  that  would  somehow 
create  competition.  If  he  wanted  to  send  it  to  one  in  Washington, 
he  would  send  it  there.  We  don't  think  that  is  administratively 
possible  and  we  think  the  only  incentive  for  sending  claims  elsewhere 
would  be  to  get  a  higher  fee  or  get  it  paid  faster  but  it  would  be  admin- 
istratively unfeasible. 

Senator  Chiles.  Has  HEW  or  SSA  taken  internally  or  through 
outside  consultants  to  consider  possible  removal  of  this? 

Mr.  TiERNEY.  We  are  turning  Dade  County,  Fla.  over  to  a  whole 
new  carrier.  That  means  the  doctors. 

Senator  Chiles.  You  are  splitting  the  territory. 

Have  you  developed  or  considered  developing  a  plan  to  encourage 
open  competition  among  the  carriers? 

Mr.  TiERNEY.  You  can't  have  open  competition  as  long  as  the  law 
says  it  will  be  done  on  a  no-profit,  no  loss  basis — in  other  words, 
we  can't  take  bids.  One  of  the  things  we  have  labored  on  for  a  long 
time  

Senator  Chiles.  You  could  compete  on  efficiency.  You  can  compete 
as  to  the  original  charge  as  against  efficiency. 

Mr.  TiERNEY.  Not  ahead  of  time,  you  can't.  You  can  take  a  look 
afterwards  and  say  this  outfit  did  a  much  better  job  than  you  and, 
therefore,  we  are  going  to  replace  you  with  that  outfit  and  that 
has  happened  in  eight  or  nine  places.  But  you  can't  get  a  bid  ahead  of 
time  from  someone  that  they  will  process  all  claims  in  6  days. 

Senator  Chiles.  You  have  two  or  three  companies  submitting  pro- 
posals to  take  over  Dade  and  Monroe  Counties. 

Mr.  TiERNEY.  That  is  right,  and  they  gave  us  their  best  estimates 
as  to  how  they  would  operate  and  whether  they  would  bring  in  a 
computer  and  do  it  right  there  or  do  it  on  their  home  office  computer. 
As  I  recall.  Prudential,  Equitable,  Travelers,  Blue  Cross — we  had  to 
make  an  educated  evaluation  of  which  seemed  to  have  the  greatest 
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promise  for  doing  the  job  both  on  the  basis  of  what  they  proposed 
to  do  and  their  past  record  as  carriers.  There  was  no  bid. 

Senator  Chiles.  In  a  way  you  would  say  you  competed  with  that 
agreement  or  that  contract? 

Mr.  TiERNEY.  I  don't  think  they  would  agree  we  competed  it.  Those 
who  did  not  get  it  would  not  agree  we  competed.  We  sure  tried  to 
make  our  best  judgment  of  which  one  of  these  organizations  had  the 
greatest  promise  of  relieving  the  Florida  situation. 

Senator  Chiles.  Maybe  I  don't  understand  it  then,  but  I  would 
think  if  it  were  one  of  those  companies  I  would  consider  myself  to  be 
in  competition  with  the  other  companies  to  get  that  agreement. 

Mr.  Tierney.  That  is  right,  but  they  did  not  say  we  could  process 
these  at  12  cents,  and  so  forth.  Prudential  proposed  to  operate — all 
the  claims  would  go  up  to  their  computer  center  in  New  Jersey.  That 
kind  of  thing  went  back  and  forth  and  our  systems  people  had  to  try 
to  come  to  some  judgment  as  to  which  one  had  the  best  promise  of 
success. 

Senator  Chiles.  I  appreciate  your  being  here  and  indulging  us.  We 
are  trying  to  learn  something  about  this.  I  hope  to  learn  a  little  bit 
more  about  it.  I  do  know  that  it  is  not  something  that  is  easy  and 
simple  or  something  for  which  anyone  has  perfect  answers,  but  I 
continue  to  reiterate  when  you  see  the  hew  and  cry  that  goes  up  from 
these  people  and  3^ou  see  the  real  plight  that  they  are  in,  I  think  it 
has  to  dictate  that  we  all  have  to  do  a  better  job  to  try  to  see  that 
they  all  get  better  service  on  their  claims. 

Mr.  Tierney.  I  could  not  agree  more.  Senator,  and  we  certainly 
welcome  your  interest  and  we  are  well  aware  of  your  concern  and  I 
would  want  you  to  know  that  any  and  every  bit  of  information  that 
we  have  is  totally  available  to  you  and  we  would  be  glad  to  help  you 
in  any  way  we  can.  I  know  you  are  sincerely  concerned  and  want  to 
improve  the  program.  I  hope  3^ou  feel  that  we  want  to  do  the  same 
thing. 

Senator  Chiles.  Thank  you. 

[The  prepared  statement  of  Mr.  Tierney  follows :] 
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statement  of  Thomas  M.  Tlerney 
Director  of  the  Bureau  of  Health  Insurance 
Social  Security  Administration,  DHEW 
before  the 

Subcommittee  on  Federal  Spending  Practices, 
Efficiency,  and  Open  Government 
Committee  on  Government  Operations 
United  States  Senate 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  appreciate  the  opportunity  to  discuss  V7ith  you  the 
administration  of  the  Part  B  Medicare  program,  particularly 
with  respect  to  the  Subcommittee's  interest  in  the  problems 
in  the  State  of  Florida.     These  are  problems  which  have  been 
created  in  part  by  the  unique  characteristic  of  the  Medicare 
beneficiary  population  and  suppliers  of  health  services  in 
the  State  of  Florida. 

I  am  aware  of  the  request  of  the  Subcommittee  to  the  General 
Accounting  Office  to  make  a  reviev:  of  the  Florida  situation. 
However,  I  have  not  yet  received  a  copy  of  the  GAO  interim 
report  and,  therefore,  may  not  be  able  to  respond  to  any 
specific  findings  of  the  study  in  my  meeting  with  you  today. 

As  you  know,  in  the  administration  of  the  Part  B  program,  the 
day-to-day  operational  work  of  the  program  is  performed  by 
carriers,   such  as  Florida  Blue  Shield,  which  has  administered 
the  program  in  Florida  since  the  beginning  of  the  program  in 
1966.     The  carriers  have  the  administrative  responsibility  for 
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receiving  and  reviewing  claims  for  covered  health  services 
and  making  payments  to  the  beneficiary  or,  in  the  case  of 
assigned  claims,  to  the  supplier  of  the  service.     In  its 
role  of  monitoring  the  administration  of  the  Part  B  program, 
the  Bureau  of  Health  Insurance  of  the  Social  Security 
Administration  maintains  a  comprehensive  Contractor  Inspection 
and  Evaluation  Program  which  is  the  responsibility  of  its 
regional  representatives.     This  program  consists  of  a 
continuing  surveillance  and  assessment  of  the  effectiveness 
of  a  contractor's  operations. 

In  addition  to  the  inspection  and  evaluation  program,  we 
have  other  measures  to  monitor  the  performance  of  carriers  in 
three  basic  areas:     cost,  timeliness,  and  quality.  Admin- 
istrative cost  and  timeliness  of  workload  processing  are 
reported  and  analyzed  on  a  periodic  basis.     A  quality  assurance 
program  to  determine  the  extent  and  type  of  errors  in  claims 
processing  has  recently  been  implemented.     Through  these 
measures,  we  try  to  identify  problem  areas  and  to  work  with 
the  carrier  to  correct  any  deficiencies  which  may  develop 
before  considering  transfer  of  jurisdiction  or  nonrenewal 
of  the  contract. 

The  administration  of  the  program  in  Florida  has  long  been 
of  special  concern  to  us  as  a  number  of  problems  manifested 
themselves . 


A  very  large  number  of  SMI  enrollees  reside  in  the  State:  some 
1.1  million  aged  and  66  thousand  disabled  as  of  October  1,  1973. 
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Florida  Blue  Shield,  as  sole  Medicare  carrier  in  the  State, 
has  been  handling  a  continually  increasing  claims  load  as  the 
Medicare  beneficiary  group  grows  with  more  retirees  moving 
into  the  State. 

As  an  illustration  of  the  claims  workload  processed  by  Florida 
Blue  Shield  during  FY  1974,   this  carrier  processed  over 
3.5  million  claims — the  fifth  largest  workload  in  the  nation. 
This  represented  a  23  percent  increase  in  claims  workload  -    _  ^ 
over  FY  1973.     A  16  percent  increase  is  projected  in  FY  1975 
over  19  74.  ,  . 

The  problem  of  claims  volume  is  further  augmented  by  elderly 
vacationers,  many  of  whom  are  in  Florida  for  extended  periods 
during  the  winter  months. 

Under  the  Medicare  law,  a  beneficiary  requiring  a  doctor's 
care  in  an  area  away  from  his  home  State  must  file  for  his 
benefits  in  the  State  where  he  receives  care.     This  regulation 
places  a  heavy  burden  on  the  carrier  in  coping  with  the  season 
fluctuations  which  occur  in  Florida.     Four  counties  in  the 
State  of  Florida,   for  example,  have  over  one  million  visitors 
each  during  the  year.     This  produces  a  claims  increase  during 
the  winter  months  experienced  by  few  other  Medicare  carriers. 
The  increasing  workload  and  the  seasonal  nature  of  the  claims 
submission  to  a  single  carrier  have  created  problems  in  the 
State  resulting  in  claims  processing  delays.     As  the  pending 
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claims  workload  increased,  beneficiary  dissatisfaction  grew 
until  in  July  1974,  Florida  Blue  Shield  reached  a  peak  of 
55,000  inquiries  from  beneficiaries  awaiting  reply. 

In  view  of  this  situation,  and  the  predicted  future  growth  of 
Florida  population,  the  Secretary  concurred  in  our  recommendation 
to  transfer  approximately  30  percent  of  the  workload  of  Florida 
Blue  Shield  to  a  second  carrier.     Accordingly,  on  March  4,  1975, 
the  decision  was  announced  that  effective  July  1,  1975, 
responsibility  for  administering  the  Part  B  Medicare  program 
in  Dade  and  Monroe  Counties  of  Southern  PXLorida  would  be 
transferred  from  Florida  Blue  Shield  to  Group  Health  Incorporated 
(GHI)   for  services  received  on  and  after  that  date.     It  is 
estimated  that  Dade  and  Monroe  Counties  presently  account 
for  about  30  percent  of  the  total  Part  B  claims  volume  in 
Florida,  and  about  25  percent  of  the  State's  age  65  and  over 
population.     This  area  is  probably  the  most  complex  and  difficult 
area  presently  administered  by  Florida  Blue  Shield. 

Group  Health  Incorporated,  which  currently  administers  the 
Part  B  Medicare  program  in  Queens  County,  New  York,  will 
establish  a  claims  processing  operation  within  this  jurisdiction. 

In  making  the  selection  of  Group  Health  Incorporated  as  the 
replacement  carrier,  the  Bureau  carefully  reviewed  both  written 
and  oral  proposals  from  Equitable,  Group  Health  Incorporated, 
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Metropolitan,  Prudential,  and  Travelers,  all  of  whom  it  was  i" 
felt,  from  their  past  performance  record,  had  the  potential 
to  assume  the  additional  responsibility. 

Group  Health  Incorporated  was  selected  as  the  replacement 
carrier  because  of  its  highly  favorable  ranking  on  elements  of. 
past  performance,  unit  cost,  and  ADP  capabilities,  as  well  as 
on  the  merits  of  the  proposal  submitted. 

The  preparations  for  transfer  of  jurisdiction  have  been  proceeding 
smoothly  to  date  and  it  is  anticipated  that  Group  Health 
Incorporated  will  be  able  to  assume  its  responsibilities  on 
July  1,  1975,  as  scheduled.     Both  carriers  have  been  making 
every  effort  to  assure  the  success  of  the  transfer  and  have 
been  cooperating  to  the  fullest  extent  in  exchanging  data 
and  meeting  deadlines. 

It  is  anticipated  that  by  shifting  this  significant  portion  of 
the  workload  to  Group  Health  Incorporated,  Medicare  beneficiaries 
will  receive  faster  and  more  efficient  service.     We  will, 
however,  continue  to  watch  the  situation  closely  and  be 
prepared  to  take  whatever  actions  are  necessary  to  improve 
service  to  the  Medicare  beneficiaries  in  Florida.  Essentially, 
the  provision  of  adequate  service  to  the  beneficiary  is  the 
principal  objective  of  our  administration  of  the  Medicare 
program — not  only  in  Florida  but  throughout  the  country. 
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Our  next  witness  will  be  Mr.  W.  J.  Stansell,  senior  vice  president, 
Blue  Shield,  Inc.  of  Florida. 

TESTIMONY  OF  W.  J.  STANSELL,  SENIOR  VICE  PRESIDENT,  BLUE 
SHIELD,  INC.,  OE  FLORIDA;  ACCOMPANIED  BY  MESSRS.  DAN 
LEWIS  AND  NATHAN  E.  OPLINGER 

Mr.  Stansell.  Mr.  Chairman,  thank  you  for  this  opportunit}^  to 
appear  to  testif}^ 

On  my  right  is  Dan  Lewis  who  is  in  charge  of  all  claims  operations 
in  Florida  and  Blue  Cross  plans  that  pay  over  a  billion  dollars  in 
benefits  each  year. 

Also  with  me  is  the  now  famous,  at  this  hearing  at  least,  the  new 
vice  president  of  medicare  part  B  claims,  an  operation  which  pays 
about  $200  million  a  year. 

Senator  Chiles.  I  did  not  hear  the  gentleman's  name. 

Mr.  Oplinger.  Oplinger. 

Mr.  Stansell.  We  are  from  Blue  Shield  of  Florida,  organized  not 
for  profit  under  a  special  enabling  act  under  the  1944  Florida  Legisla- 
ture. Our  governing  board  consists  of  21  business  and  professional  men 
from  all  geographic  areas  of  Florida.  On  behalf  of  them  and  our  3,700 
emploA^ees,  I  can  assure  you  we  are  involved  in  all  medicare  needs  for 
the  single  purpose  of  providing  a  high  level  of  service  to  all  Floridians 
and  Florida's  visitors  for  whom  w^e  have  a  contractual  obligation  to 
provide  health  care  benefits. 

At  the  invitation  of  the  Department  of  HEW  and  upon  the  urgings 
of  the  Florida  Medical  Association  we  entered  into  a  contract  in  1966, 
the  beginning  of  the  program,  to  administer  medicare  part  B  for  all 
beneficiaries  receiving  care  in  Florida. 

As  has  been  previousl}^  mentioned,  our  volumes  are  varied.  Our 
medicare  receipts  were  about  40,000  claims  each.  In  1975  it  has  more 
than  doubled  to  about  100,000  claims  per  peak. 

As  has  also  been  mentioned,  of  course,  there  are  seasonal  fluctua- 
tions in  volume,  recognizing  Florida  as  the  fastest  growing  State  in  the 
Nation  and  our  over-65  citizens  are  increasing  at  even  greater  rates 
than  we  projected,  10  million  population  b^^  1982,  with  another  2 
million  eligible  for  medicare.  In  view  of  this,  we  expect  similar  rises 
in  claims  volumes  in  the  next  few  years. 

Today,  because  we  onty  received  our  formal  invitation  on  Monday 
of  this  week  and,  too,  since  we  have  not  reviewed  in  detail  the  testi- 
mony today,  we  have  listened  carefully,  noted  specific  concerns  ex- 
pressed by  3^ou  and  your  colleagues  on  the  committee  and  the  previous 
witnesses  today  and,  with  your  permission,  Mr.  Chairman,  it  is  our 
desire  to  prepare  a  full  response  for  later  entry  into  the  record. 

[The  material  referred  to  follows  :1 
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STATEMENT  OF  BLUE  SHIELD  OF  FLORIDA,  INC., 
submitted  by  W.  J.  Stansell,  senior  vice  president 

Blue  Shield  of  Florida,  Inc.,  appreciates  the  opportunity 
to  submit  for  the  record  comments  on  the  testimony  presented  on 
June  13,  1975,  before  the  Senate  Subcommittee  on  Federal  Spending 
Practices,  Efficiency,  and  Open  Government,  Committee  on  Govern- 
ment Operations,  regarding  operation  of  the  Medicare  Part  B  pro- 
gram in  the  State  of  Florida.    Our  comments  are  in  three  sections. 
Part  I  discusses  some  of  the  significant  general  points  raised  during 
the  course  of  the  hearing.    Part  II  responds  briefly  to  some  tech- 
nical points  raised  during  testimony  by  the  General  Accounting 
Office.    Part  III  consists  of  recommendations  for  improvements 
regarding  the  Part  B  program  itself,  as  requested  by  Senator  Chiles. 

Part  I 

In  our  testimony  before  the  Subcommittee,  we  stated  our  high 
regard  for  the  competence  and  objectivity  of  the  GAO  Audit  Team 
investigating  Medicare  Part  B  claims  processing  by  Blue  Shield  of 
Florida,  Inc.    It  is  not  our  intention  to  rebut  or  correct  the 
testimony  by  GAO,  but  to  add  additional  information  and,  where  the 
current  situation  differs  materially  from  that  which  existed  during 
the  1974  period  that  was  studied,  to  present  more  recent  information. 
We  have  no  intention  of  evading  responsibility  for  problems  which 
may  exist  or  have  existed  in  the  past,  but  we  think  it  is  considerably 
more  important  to  focus  our  attention  on  the  present  and  future  than 
to  dwell  on  what  is  behind  us. 
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Management  and  Organization 

The  problems  on  which  GAO  reported  have  concerned  the  inanagefnent  of 
Florida  Blue  Shield  for  some  time,  and  we  have  initiated  several  reviews 
of  our  operations  by  consultants  anc  outside  groups  with  experience  in  the 
processing  of  Medicare  Part  B  claims.    As  a  result  of  their  recommendations 
Medicare  Part  B  operations  have  undergone  a  major  reorganization  within 
the  past  several  months. 

— A  Vice-President  has  been  appointed  for  Medicare  Part  B, 
in  order  to  ensure  that  Medicare  Part  B  matters  receive  full- 
time  attention  at  the  corporate  officer  level. 
---Virtually  every  manager  within  the  operation  has  been 
reassigned,  in  order  to  make  better  use  of  available 
talent,  and  new  managers  have  been  or  are  being  brought 
in  from  other  departments, 
-—New  managerial  positions  have  been  created  and  staffed, 
in  order  to  assure  a  sufficient  depth  of  management  that 
planning  and  control  functions  are  not  shunted  aside  due 
to  the  press  of  everyday  problems  that  large  and  rapidly 
increasing  volumes  generate. 
— Preliminary  goals  have  been  established  that  commit  the  Part 
B  management  team  to  a  level  of  performance,  by  the  end  of 
FY  1976,  that  is  as  good  as  the  national  average  on  available 
indices.    (Our  ability  to  match  the  national  average  cost  per 
claim,  however,  will  depend  to  a  rather  large  extent  on  the 
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assignment  rate  and  the  percentage  of  claims  requiring 
additional  development.) 
— In  order  to  achieve  those  goals,  detailed  management  planning, 
incorporating  significant  accountabilities  for  and  ,,. 
measurements  of  results,  is  currently  underway.  ... 

The  goal-setting  and  planning  process  just  described  will  encompass  plans  and 
goals  not  only  in  the  areas  of  claims  processing  times  and  quality  of 
perfonnance,  but  also  in  those  areas  of  personnel  utilization  that  are  the 
keys  to  improved  performance:    employee  turnover,  quality  of  supervision, 
working  conditions,  job  design. 

Delayed  Claims 

While  the  GAO  testimony  recognized  that  94%  of  the  nearly  4  million 
claims  we  processed  in  1974  were  paid  within  60  days,  the  auditors  were  critical 
of  the  number  of  cl aims---237 ,000 ,  or  about  6% — that  required  more  than  60 
days  to  process.    We  recognize  this  as  a  key  concern.    By  way  of  explanation, 
though  not  excuse,  we  would  point  out  that  extraordinarily  large  yearly 
increases  in  claims  volumes  (which  have  regularly  exceeded  both  our  estimates 
and  the  estimates  made  by  the  Bureau  of  Health  Insurance) , and  seasonal 
fluctuations  in  claims  volumes,  have  both  led  Florida  Blue  Shield  to  stress  . 
timely  payment  of  the  vast  bulk  of  claims  and  have  diverted  management 
attention  from  those  claims  that  are  delayed  an  excessive  length  of  time. 
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Recognizing  the  validity  of  the  comments  by  GAO,  and  the  problems 
created  for  beneficiaries  whose  payments  are  delayed,  we  will  deal  more 
effectively  with  those  claims  that  are  delayed  either  through  error  or 
because  of  missing  or  incorrect  information  on  the  claim.    Procedures  now 
being  developed  will,  when  implemented,  identify  every  claim  that  has  not 
completed  processing  within  50  days  of  receipt.    Once  identified,  these  claims 
will  receive  whatever  attention  is  needed  to  ensure  that  processing  is 
completed  as  rapidly  as  possible — generally  in  less  than  10  days  after  they 
are  identified. 

One  of  the  elements  that  leads  to  delayed  payment  of  claims  is  the 
number  of  claims  pending  at  any  given  time.    Obviously,  when  there  is  a  heavy 
inventory  of  claims  to  be  processed,  newly-received  claims  may  be  delayed. 
Due  to  the  very  large  seasonal  fluctuation  in  claims  received  by  Florida  Blue 
Shield  (GAO  noted  that  the  1974  monthly  low  was  258,821  in  September  and 
monthly  high  526,642  in  December),  the  inventory  typically  rises  during  the 
winter  months  and  is  reduced  gradually  thereafter.    It  is  possible  to  increase 
staff  in  order  to  deal  with  the  larger  volum.e  of  claims  that  ordinarily  begins 
in  about  November;  but  since  personnel  must  be  added  suffi ciently 'f ar  ahead 
to  permit  training  and  some  on-the-job  experience,  cost  per  claim  is  inflated 
above  the  level  necessary  simply  to  process  the  relatively  stable  volume 
of  claims  that  is  received  in  August,  September,  and  October. 

Since  December  1,  1974,  however,  Florida  Blue  Shield  has  steadily  reduced 
its  pending  claims  count,  even  though  this  has  been  the  season  when  claims 
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volumes  historically  are  highest.    Moreover,  during  this  period  the  number 
of  employees  in  the  Medicare  Part  B  operation  has  been  reduced  from 
approximately  930  to  850,  a  reduction  of  over  8%. 

Error  Rates 

One  of  the  GAG  findings  that  gravely  concerns  officials  of  Florida  Blue 
Shield  concerns  error  rates.    We  agree  that  the  error  rates  cited  are  not 
acceptable,  and  that  retention  of  employees  is  am.ong  the  crucial  elemients 
in  reducing  the  number  of  errors.    Among  the  specific  goals  set  by  management 
for  the  upcoming  fiscal  year  is  the  reduction  of  error  rates  to  no  higher  than 
the  national  average. 

At  the  same  time,  it  should  be  pointed  out  that  the  m.ethod  used  to 
assess  and  state  error  rates  is  highly  technical  and  that  the  resultant  error 
rates  are  not  necessarily  related  to  the  number  of  payments  that  may  be 
inaccurate.    For  example,  the  omission  of  an  apartment  number  from  a  benefi- 
ciary's address,  the  use  of  an  initial  rather  than  a  first  name,  and  the 
omission  of  a  middle  initial  are  all  counted  as  errors.    Yet  the  payment  made 
to  the  beneficiary  on  such  a  claim  may  have  been  both  prompt  and  correct. 
Similarly,  if  a  claims  examiner  fails  to  docum.ent  the  reason  for  a  payment  that 
differs  from  the  usual  payment  for  a  given  service,  an  error  is  assessed 
even  though  investigation  may  determine  that  the  payment  amount  was  correct. 

Moreover,  we  have  strong  reason  to  believe,  first,  that  our  post- 
processing claims  audit,  through  which  error  rates  are  determined,  is  more 
effective  than  that  perform.ed  by  other  carriers,  and,  second  that  the  assessmient 
of  errors  is  not  unifonri  throughout  the  country.  .We  note  that  the  correlation 
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coefficient  between  our  audit,  performed  by  our  personnel,  and  the  sub- 
sample  audit  performed  by  a  BHI  representative  is  among  the  highest  in  the 
country.    In  other  words,  we  apparently  do  a  particularly  good  job  of 
auditing. 

As  an  example  of  the  inconsistency  that  we  believe  exists  in  the  assess- 
ment of  errors,  we  would  cite  the  large  number  of  errors  assessed  against  us 
for  acceptance  of  the  terms  "hospital  care"  and  "intensive  care"  rather  than 
the  term  "hospital  visit"  to  describe  in-hospital  medical  care  rendered  by 
a  physician.    On  the  grounds  that  the  law  contemplates  payment  only  for 
specific  services  rendered  patients,  and  that  the  terms  "hospital  care"  and 
"intensive  care"  do  not  specifically  indicate  that  a  patient  visit  has  taken 
place,  BHI  directed  that  claims  describing  care  in  such  fashion  should  be 
denied  and  that  errors  would  be  assessed  if  they  were  not.    Communication  with 
other  carriers  around  the  country,  however,  leads  us  to  believe  that  this 
directive  is  not  being  followed  by  many  of  them  and  that  errors  are  not  being 
assessed  for  failure  to  follow  it.    Such  inconsistencies,  if  as  we  believe 
they  do  exist,  tend  to  inflate  our  error  rates  in  relation  to  other  carriers. 

In  view  of  the  foregoing  points,  we  believe  that  press  reports 
emphasizing  an  "excessively  high  error  rate"  by  Blue  Shield  of  Florida  are 
highly  misleading,  though  technically  correct.    They  unfortunately  suggest  to 
Medicare  beneficiaries  that  a  large  proportion  of  payments  is  incorrect,  which 
is  not  true. 

Despite  these  comments  regarding  error  rates,  however,  we  reiterate  what 
we  said  previously;  that  the  number  of  errors  cited  in  the  GAO  testimony  is 
unacceptable  to  Florida  Blue  Shield  and  will  be  reduced. 
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Salaries  and  Turnover 

Both  in  GAO's  testimony  and  during  subsequent  questioning,  it  was 
noted  that  Medicare  B  claims  examiners  have  been  in  a  lower  salary  classi- 
fication than  other  claims  examiners.    At  the  request  of  Part  B  manage- 
ment, the  relative  classifications  have  been  reviewed  on  a  number  of 
occasions  by  a  company-wide  salary  administration  committee.    As  a  result 
of  the  most  recent  such  review,  in  flay  1975,  the  classification  of 
Medicare  Part  B  claims  examiners  was  raised  to  parity  with  other  claims 
examiners.    Resulting  salary  increases  will  be  received  by  the  examiners 
shortly,  and  will  be  retroactive  to  May.    (It  should  be  noted  that  actual 
salaries,  as  opposed  to  salary  ranges,  for  all  personnel  will  depend  on 
performance  and  length  of  service.) 

It  was  felt  by  6A0  that  salary  considerations  may  have  played  a 
large  role  in  the  high  turnover  rate  within  Medicare  B  as  a  whole  and 
particularly  in  the  claims  examining  area.    During  1974,  however,  Florida 
Blue  Shield  miade  two  general  salary  increases,  which  applied  to  all 
employees.    Careful  monitoring  of  the  results  of  those  increases  --  which 
would  have  come  earlier  had  it  not  been  for  the  Economic  Stabilization 
Program  --  did  not  reveal  any  significant  effect  on  turnover. 

At  present,  however,  turnover  has  been  sharply  reduced  throughout 
Florida  Blue  Shield.    Specifically,  turnover  among  Medicare  B  claims 
examiners  from  January  through  May  1  975  v/as  at  an  annualized  rate  of  28%  -■ 
well  under  one-half  the  77'^  rate  that  existed  in  1974.    While  some  of  this 
reduction  is  unquestionably  due  to  general  economic  conditions,  we  are 
convinced  that  a  large  part  of  it  is  attri butabl e'  to  improvements  in 
supervision  and  management  practices,  and  to  the  fact  that  in  the  past  six 
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months  claims  examiners  have  been  achieving  a  higher  level  of  performance 
than  in  the  past,  which  in  itself  increases  job  satisfaction. 

Another  factor  impacting  on  turnover  in  1974  and  previous  years  has 
been  the  historically  low  unemployment  rate  in  Jacksonville,  Florida. 
While  comparative  figures  from  other  large  employers  with  similar  types 
of  operations  are  not  easily  obtained,  our  contacts  with  such  employers 
have  indicated  to  us  that  they,  too,  fiave  experienced  a  relatively  high 
rate  of  turnover.    Where  there  is  little  unemployment,  job  mobility  is 
high;  and  a  workforce  composed  largely  of  younger  persons  is  peculiarly 
subject  to  turnover  for  many  reasons. 

Costs  and  Productivity 

In  connection  with  the  improved  performance  level  of  Medicare  Part 
B  employees,  the  productivity  figures  for  1974  cited  by  GAO  may  be  com- 
pared to  current  productivity  figures.    Figures  for  the  last  half  of  1974 
showed  that  the  number  of  claims  processed  per  100  man-hours  was  155  for 
Florida  Blue  Shield  and  256  for  all  carriers.    Our  most  recent  data 
from  the  Bureau  of  Health  Insurance  indicate  that  Florida  Blue  Shield's 
productivity  per  100  man-hours  in  April  1  975  v/as  196.    While  this  is  not 
yet  the  level  of  performance  we  expect  or  desire  to  reacfi,  it  does  repre- 
sent a  26.5'^  increase. 

A  similar  improvement  has  occurred  as  regards  cost  per  claim  pro- 
cessed.   The  figures  for  the  last  half  of  1974  shov/ed  a  cost  per  claim  of 
$4.57  for  Florida  Blue  Shield,  as  compared  to  $3.36  for  all  carriers.  For 
the  period  July  1974  to  April  1975,  however,  the  cost  per  claim  at  Florida 
Blue  Shield  was  down  to  $4.13,  and  for  April  1975  alone  the  cost  per 
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claim  was  $3,60  as  compared  to  a  national  average  (as  of  December  1974) 

of  $3.36.    Again,  this  is  not  satisfactory  to  Florida  Blue  Shield  management, 

but  it  does  indicate  a  trend  that  we  are  coimiitted  to  seeing  continue. 

In  regard  to  the  cost  of  processing  claims,  one  significant  measure- 
ment has,  so  far  as  we  know,  escaped  notice.    This  is  known , technically,  as 
the  cost  per  paym.ent  record.      Usually,  when  physicians  submit  Medicare 
claims  on  an  assigned  basis  (meaning  that  the  physician  accepts  payment 
directly  from  Medicare),  the  claims  involve  one  service  and/or  one  physician, 
and  therefore  one  payment  record  is  involved.    When  beneficiaries  themselves 
submit  claims  on  an  unassignsd  basis,  they  generally  accumulate  several  bills 
and  submit  them  as  part  of  a  single  claim.    (One  claim  may  include  as  many  as 
32  separate  items  under  our  processing  system;  others  do  not  allow  this  many 
items  on  a  single  claim.)     Processing  a  claim  that  involves  several  different 
services  and  suppliers  obviously  requires  more  time  than  processing  one  that 
involves  a  single  service  or  single  physician. 

Because  Florida  has  a  low  rate  of  assigned  claims,  the  majority  of 
claims  processed  by  Florida  Blue  Shield  involve  more  than  one  service  and  more 
than  one  physician  or  supplier.    Most  other  carriers  generally  have  a  higher 
assignment  rate,  and  therefore  a  higher  number  of  claims  for  only' a  single 
service  and  physician.    When  costs  of  processing  are  allocated,  not  on  a  per- 
claim  basis  but  on  the  basis  of  the  number  of  different  doctors  or  suppliers 
or  bills  paid  (i.e.,  on  a  payment  record  basis),  the  gap  between  the  cost  at 
Florida  Blue  Shield  and  the  cost  at  other  major  carriers  is  considerably 
smaller  than  the  difference  in  cost  per  claim.    For  the  last  six  months  of  1974, 
the  national  average  cost  per  payment  record  was  $3.92.    For  Florida  Blue  Shield 
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the  cost  per  payment  record  v/as  $4.38.    This  $0.46  difference  is  considerably 
less  than  the  $1.11  difference  when  cost  per  claim  is  compared. 

Unassigned  Claims 

As  noted  by  GAO ,  59%  of  the  claims  processed  by  Florida  Blue  Shield  in 
1974  were  unassigned.    GAO  also  noted  that  unassigned  claims  require 
significantly  longer  to  process,  on  the  average,  than  assigned  claims  or  claims 
from  fiospi tal -based  physicians:    25.6  days  for  unassigned  claims,  as  compared 
to  17.8  days  for  assigned  claims  and  12.5  days  for  hospital-based  physician 
claims.    The  relatively  high  rate  of  unassigned  claims,  and  the  longer  time 
required  to  process  them,  are  related  to  another  statistic  cited  by  GAO:  that 
19.7%  of  all  Medicare  Part  B  claims  processed  by  Florida  Blue  Shield  in  1974 
required  that  additional  information  be  obtained  before  processing  could  be 
completed.    This  is  almost  twice  the  national  average  of  10.2%. 

The  number  of  claims  requiring  additional  information  is  a  direct  result 
of  the  high  rate  of  unassigned  claims  in  this  state.    An  internal  study  made 
in  1974  showed  that  during  a  three-month  period  over  90%  of  the  claims  on  which 
additional  inform.ation  was  requested  by  telephone  were  unassigned  ,cl aims ,  and 
that  over  80%  of  the  claims  requiring  correspondence  prior  to  processing  were 
unassigned  claims.    The  cost  of  processing  unassigned  claims,  during  calendar 
1973,  was  also  found  to  be  significantly  higher  than  the  cost  of  processing 
assigned  claims:    $3,492  as  opposed  to  $3,043. 

It  should  be  obvious  that  any  claims  that  require  additional  information 
before  they  can  be  processed  will  be  delayed.    Vihere  the  number  of  claims 
requiring  such  information  is  as  high  as  it  is  in  Florida,  there  will  be  a 
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significant  effect  on  the  total  average  time  required  to  process  claims.'  ' 

Our  experience  shows  that  unassigned  claims  and  claims  requiring 
additional  development  of  information  contribute  significantly  to  a  higher 
average  cost  per  claim  and  to  slower  average  processing  times.    There  are 
several  reasons  for  this.    Obviously,  unassigned  claims  that  include  more  than 
one  bill  or  service  take  longer  to  process  than  assigned  claims,  which 
generally  reflect  a  single  service.    There  are  both  time  and  cost  factors 
attached  to  obtaining  additional  information,  which  as  just  noted  is  necessary 
far  more  frequently  with  unassigned  claims  than  with  assigned. 

In  view  of  this,  some  comparisons  between  Florida  Blue  Shield  and  the 
four  other  largest  Medicare  Part  B  carriers  may  put  the  Florida  situation  in 
perspective.    (The  figures  are  for  calendar  year  1974.)  '  '• 

Carrier  %  Assigned  Claims       %  Claims  Needing  Information 

Florida  Blue  Shield  40.81  19.4 

California  Blue  Shield  74.5  8.48 

Greater  New  York  Blue  50.29  6.1 

Cross  &  Blue  Shield 

Texas  Blue  Shield  63.43  11.18 

Pennsylvania  Blue  Shield  66.76  9.81  '  ■' 

We  believe  these  figures  suggest,  as  we  have  stated  before,  that  the  Florida 
situation  is  unusual,  and  that  the  Medicare  Part  B  carrier  in  this  state  faces 
some  unique  challenges.    In  so  saying,  we  are  not  retreating  from  our  previously 
stated  goals  for  the  next  fiscal  year;  we  expect,  regardless  of  the  unusual 


'48 


-  12  - 

factors  in  the  Florida  situation,  demonstrable  improvement  in  processing 
times  and  error  rates.    We  do  believe  that  those  judging  our  operation, 
however,  should  be  aware  of  such  factors  as  these. 

Communications  Program 

Recognizing  that  one  key  to  improving  claims  processing  time  was  an 
improvement  in  the  condition  of  the  claims  being  received,  Florida  Blue  Shield 
began  during  the  summer  of  1974  an  intensive  program  to  teach  beneficiaries 
how  to  file  complete,  correct  claim  forms  and  to  encourage  physicians  to  assist 
beneficiaries  by  completing  claim  forms  for  them  on  unassigned  claims.  In 
cooperation  with  local  organizations,  over  60  workshops  have  been  presented  for 
beneficiaries,  particularly  in  those  portions  of  the  state  with  heavy  concentra- 
tions of  older  citizens.    Presentations  have  been  made  to  over  thirty  medical 
societies  and  over  50  groups  of  medical  assistants.    Well  over  a  million 
brochures  detailing  the  correct  procedure  for  filing  a  Medicare  claim  have  been 
distributed  through  direct  mail,  at  v/orkshops,  and  through  physicians'  offices. 
A  taped  television  presentation  is  also  in  preparation. 

We  are  not  yet  sure  whether  this  communications  effort  has  been  successful. 
We  are  sure  that  if  the  condition  of  the  claims  we  receive  cannot  be  improved, 
a  certain  number  of  claims  will  continue  to  be  delayed.    We  also  recognize  that 
the  beneficiary  who  files  his  or  her  own  claim  incorrectly  is  almost  never  made 
aware  of  the  error  or  omission  involved,  in  an  educational  v/ay,  and  we  think 
that  if  carriers  were  allowed  to  return  such  claims  to  beneficiaries  or 
physicians,  along  with  a  statement  of  the  problem,  the  educational  effect  would 
be  highly  beneficial  to  all  concerned.    As  a  simple  example  of  a  common  error 
that  leads  to  delay,  we  receive  thousands  of  claims  that  include  receipted  bills 
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from  medical  groups  of  two  or  more  doctors,  and  that  do  not  indicate  which 
specific  doctor  performed  each  service.    Every  one  of  these  must  be  held 
in  suspense  while  we  determine  the  name  of  the  doctor.    As  GAO  noted,  about 
60%  of  the  claims  that  require  additional  information  are  missing  either  an 
itemized  statement  of  services  and  charges,  or  a  diagnosis  of  the  condition 
that  made  medical  treatment  necessary. 

Part  II 

At  this  point  we  should  like  to  turn  our  attention  briefly  to  several 
of  the  more  technical  observations  made  by  GAO. 

1 .    Validity  of  Reported  Data  Concerning  Processing  Cycle  Time 
GAO  noted  that  Florida  Blue  Shield  computes  claims  processing 
times  in  accordance  with  SSA  instructions.    It  was,  however, 
noted  that  the  period  between  receipt  of  a  claim  and  assign- 
ment of  control  numbers,  and  the  period  between  preparation 
and  mailing  of  checks,  are  not  required  to  be  counted.  GAO 
estimated  "that  a  total  of  about  7  days  elapse  at  these  two 
stages." 

As  regards  the  time  that  elapses  between  receipt  of  a  claim 
and  assignment  of  a  control  number,  it  is  currently  estimated 
at  less  than  half  a  day.    Some  claims  which  require  research 
before  they  can  be  entered  may  require  longer.    If  a  heavier 
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volume  of  claims  than  anticipated  is  received,  overtime  is  instituted 
to  ensure  prompt  entry  into  the  system. 

Elapsed  time  between  printing  and  mailing  of  checks  and  Explanations 
of  Medicare  Benefits  averaged  4.2  days  during  the  first  five  months  of 
calendar  1975  ,  according  to  an  internal  study.    This  calculation 
involves  calendar  days,  and  thus  includes  weekends  and  holidays. 

The  time  required  between  check  printing  and  mailing  involves  procedures 
necessary  to  verify  the  integrity  of  the  check  run,  the  condition  of  the 
checks,  and  the  correlation  between  the  checks  and  the  check  register, 
as  well  as  check  signing.    These  procedures  have  been  reviewed  by 
both  BHI  and  HEW  in  the  past,  and  the  only  criticism  noted  related  to 
the  possible  need  for  additional  physical  check  security. 

Delays  in  Transmittal  of  Additional  Development  Requests 
GAO  noted  that  nearly  15  days  elapse  between  the  time  a  claims  examiner 
requests  additional  information  and  the  time  a  telephone  call  is  made 
or  letter  written  seeking  that  information. 

This  delay  is  a  function  of  the  processing  system  currently  in  use. 
which  involves  the  direct  entry  of  claims  data  into  the  computer  system. 
It  should  be  noted  that  part  of  the  average  15  days  delay  is  not  actually 
lost  time:    during  this  period  certain  edit  functions  are  performed 
that,  if  not  done  at  this  point,  would  have  to  be  done  later.    In  other 
words,  we  could  shorten  the  15  day  delay  in  transmittal  of  claims  to 
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the  Additional  Development  area,  but  time  saved  at  this  point  would 
have  to  be  used  later. 

Because  we  recognize,  however,  that  the  15  day  average  might  be  reduced, 
we  are  studying  a  number  of  alternatives  to  the  present  system.  Before 
implementing  any  changes,  v/e  wish  to  be  sure  that  they  will  contribute 
to  better  overal 1  processing  times  for  those  claims  that  require  • 
additional  development  of  information,  and  to  ensure  that  an  improvement 
in  this  one  area  will  not  be  offset  by  a  deterioration  in  some  other  area. 

Attention  is  also  being  paid  to  the  length  of  time  that  a  claim  requiring 
additional  development  remains  in  the  Additional  Development  area,  once 
it  has  reached  there,  before  action  is  taken  on  it.    Currently,  this 
period  is  no  more  than  three  days. 

3.     Reduction  of  Edit  Error  Kickouts 

GAO  suggested  that  some  edit  error  kickouts  could  be  eliminated  by  "minor 
changes  in  the  procedures  for  initially  entering  claim  information  in 
the  computer".    We  will  discuss  with  the  GAO  Audit  Team  the  changes  they 
may  have  in  mind.    Our  initial  reaction,  however,  is  that  procedure 
changes  that  would  accomplish  this  goal  would  not  be  minor,    and  would 
include  conversion  to  an  "on-line"  computer  system — which  we  have  under 
active  consideration.    We  agree  that  one  of  the  two  most  important  keys 
to  a  substantial  reduction  in  edit  error  kickouts  is  retention  and 
training  of  employees;  the  other  is  the  immediate  edit  capability  that  an 
"on-line"  system  would  provide. 
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4.  Possible  Changes  in  Document  Flow  in  Pre-Payment  Screening  and 
Transaction  Reject  Areas 

GAO  suggested  that  the  time  required  to  review  Pre-Payment  Screening  and 
Transaction  Reject  kickouts  could  be  materially  reduced  through  improved 
physical  document  flow.    We  have  had  a  full-scale  methods  and  procedures 
study  underway  in  the  Transaction  Reject  area  for  some  time,  and  this  study 
is  nearly  complete.    In  the  Pre-Payment  Screening  Area,  there  have  been 
delays  in  obtaining  copies  of  claims  from  the  files.  We  are  contemplating 
establishment  of  a  night  crew  in  the  Microfilm  Retrieval  area  in  order  to 
speed  the  process  of  getting  these  necessary  copies. 

5.  Reduction  of  Reasonable  Charge  and  Duplicate  Payment  Kickouts 

As  noted  in  GAO's  testimony,  we  have  implemented  changes  in  the  Reasonable 
Charge  and  potential  duplicate  claim  computer  screens,  with  the  aim  of 
reducing  kickouts  for  these  reasons.    The  changes  made  will  reduce 
Reasonable  Charge  kickouts  significantly,  though  there  may  be  a  slight  increase 
,     in  inappropriate  payments  as  a  result.    The  change  in  the  potential  duplicate 
screen  has  not  been  of  much  help  in  reducing  kickouts,  primarily  because 
a  recent  change  in  procedure  coding  has  increased  the  possibility  of  such 
kickouts  to  a  level  that  roughly  balances  the  improvement  that  would  other- 
wise have  resulted  from  the  change  recomnended  by  GAO.    In  a  sense, 
however,  we  have  gained  from  implementation  of  the  recommendation,  since 
otherwise  the  coding  change  would  have  increased  the  total  number  of 
potential  duplicate  kickouts. 
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6 .    Management  Attention  to  Delayed  Claims,  Backlogs,  and  Document  Flow 
We  have  commented  on  this  general  subject  earlier  in  our  submission. 
In  the  area  of  improving  document  flov/  and  claims  control,  v/e  do  v/ish  to 
note  that  v/e  are  considering  a  variety  of  alternatives.    Chief  among  them 
is  conversion  of  our  computer  system  to  an  on-line  system,  which  would 
substantially  reduce  paper-handling  and  would  have  certain  built-in  edits 
and  feedback  systems  that  would  provide  claims  examiners  with  constant 
infoiTiiation  on  their  performance. 

In  addition,  we  are  and  have  been  actively  reviewing  job  design  and  work 
distribution,  primarily  with  the  aim  of  improving  employee  motivation  and 
of  providing  employees  with  effective  feedback  on  performance.  Moreover, 
the  formal  management  accountability  process  noted  earlier  will  not  in 
fact  be  limited  to  managers,  but  will  have  an  impact  also  at  the  clerical 
level:  results  will  be  expected,  performance  measured,  and  accomplishment 
rewarded  accordingly. 

Part  III 

In  response  to  the  Subcommittee's  request,  we  have  prepared  a  numiber  of 
recommendations  for  improvement  of  the  Medicare  Part  B  program.    They  range  from 
relatively  simple  steps  concerning  administration  to  an  overarching  recommendation 
regarding  the  philosophy  of  program  management;  but  even  those  that  seem  minor 
would,  we  believe,  result  in  significant  improvements  in  carrier  administration 
or  in  the  program's  usefulness  to  beneficiaries,  or  would  eliminate  or  prevent 
problemis  in  the  program.    None,  in  short,  are  trivial  suggestions. 
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To  begin  with,  we  wish  to  suggest  a  number  of  rather  technical  adjust- 
ments that  we  believe  would  be  beneficial. 

1 .    We  recommend  that  carriers  be  permitted  to  return  claims  with 
incomplete  inforination  on  them  to  the  beneficiaries  or  physicians  who  submit 
them,  along  with  a  notation  indicating  the  information  that  is  needed,  and  that 
these  claims  be  deleted  from  the  carrier's  inventory. 

The  reason  for  this  recommendation  is  simple:    when  carriers  are  not 
permitted  to  return  such  claims,  those  who  submitted  them  never  learn  how  to 
submit  correct  and  complete  claims.    Carriers  may  obtain  the  necessary  informa- 
tion through  letters  or  telephone  calls,  of  course,  but  this  accomplishes  little 
toward  the  end  of  correcting  the  problem  at  its  source. 

There  will  obviously  be  some  claims  that  should  not  and  would  not  be 
returned:    multiple  surgery  claims,  for  example,  would  best  be  completed  through 
obtaining  a  copy  of  the  operative  report.    Claims  that  have  been  returned  once 
and  that  again  come  in  in  incomplete  fashion  would  probably  best  be  developed  by 
the  carrier.    But  in  most  cases,  we  believe  that  beneficiaries  and  physicians 
would  be  best  served  by  being  asked  to  assume  some  responsibility  for  the  sub- 
mission of  claims  that  can  be  processed  without  additional  work  on  the  carrier's 
part. 

We  are,  in  Florida,  especially  sensitive  to  this  problem  because  of  the 
exceptionally  high  rate  of  claims  needing  additional  information  in  this  state. 
We  v/ould  note  that  such  claims  are  inevitably  delayed  in  processing,  to  the 
beneficiary's  disadvantage.    On  the  basis  of  our  public  workshops  at  which  we  seek 
to  show  beneficiaries  how  to  file  claims  correctly,  we  believe  beneficiaries 
would  welcome  the  opportunity  to  learn  how  claims  should  be  submitted  in  view 
of  the  potential  for  improved  claims  service. 
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It  has  on  occasion  been  indicated  to  us  that  claims  cannot  be 
returned  because,  once  submitted,  they  become  Federal  documents.    If  this 
is  true,  we  recommend  a  statutory  change  to  enable  carriers  to  return  them. 

2.  We  recommend  a  time  limit  of  15  months  from  the  date  of  service 
for  the  filing  of  claims. 

The  fact  that  beneficiaries  may  now  file  claims  for  up  to  27 
months  after  the  date  services  were  received  complicates  claims  processing. 
It  often  confuses  the  deductible  status;  it  may  complicate  the  obtaining  of 
additional  information;  and  it  results  in  the  filing  of  many  duplicate 
claims  since,  with  time,  beneficiaries  forget  whether  they  have  filed  claims 
previously.    We  see  no  disadvantages  to  a  reduction  in  the  time  limit  for  filing 
of  claims,  and  several  advantages. 

3.  We  recommend  that  the  Medicare  handbook  given  to  beneficiaries 
be  revised  to  include  among  other  things,  a  discussion  of  the  prepayment 
screening  process  through  which  carriers  may  deny  claims  because  the  services 
rendered  are  judged  to  be  medically  unnecessary. 

Although  the  present  handbook  does  mention  that  services  must  have 
been  necessary  for  the  diagnosis  or  treatment  of  an  illness  or  injury,  we 
believe  beneficiaries  are  often  unaware  that  the  denial  of  claims  on  the  grounds 
of  lack  of  medical  necessity  is  not  the  work  of  arbitrary  carriers  but  is 
envisioned  in  the  Medicare  law  and  is  essential  to  a  fiscally  sound  program. 
The  result  of  not  explaining  the  medical  necessity  requirement  is  dissatisfac- 
tion with  the  program  and  with  the  carrier,  and  an  increase  in  requests  for 
reviews  and  Fair  Hearings. 
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4.    We  recommend  several  changes  in  the  approach  to  payment  for 
durable  medical  equipment. 

At  present,  durable  medical  equipment  for  v;hich  payment  may  be  made 
under  the  program  may  either  be  rented  or  purchased.    It  happens  on  occasion 
that  equipment  is  rented  for  such  an  extended  period  of  time  that  its 
purchase  price  is  paid  by  the  program  several  times  over.    This  is  not 
necessarily  the  result  of  carelessness  or  thoughtlessness  on  anyone's  part; 
it  may  be  that  the  need  for  such  equipment  is  of  longer  duration  than 
anticipated. 

Nevertheless,  this  creates  an  unnecessary  cost  to  the  program.  While 
the  rental  option  would  be  preserved,  we  recommend  consideration  of  a  statu- 
tory change  that  would  require  suppliers  of  such  equipment  to  agree  that 
after  Medicare  has  paid  a  certain  amount  over  and  above  the  actual  purchase 
price  in  rental  charges,  the  equipment  shall  be  deemed  to  have  been  purchased 
and  no  further  rental  charges  will  be  made.    A  study  should  be  done  in  order 
to  ascertain  the  appropriate  factor  that  would  fairly  reimburse  suppliers  for 
overhead  and  other  costs  in  such  cases. 

In  order  to  assist  beneficiaries,  we  suggest  a  further  change  in  the 
payment  arrangement  for  durable  medical  equipment  that  is  purchased  outright. 
At  present,  Medicare  can  reimburse  beneficiaries  for  items  that  cost  over  $50.00 
only  by  monthly  payments  equal  to  the  monthly  rental  charge  for  the  same  item. 
As  a  result,  a  beneficiary  may  pay  a  sizeable  sum    for  an  item  of  durable 
medical  equipment  and  receive  his  reimbursement  only  over  a  period  of  months. 
For  the  beneficiary  on  a  fixed  income,  this  works  a  genuine  hardship.    It  also 
increases  a  carrier's  work  load,  since  a  claim  for  the  same  item  must  be 
processed  a  number  of  times. 
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We  therefore  recoirmend  that  where  there  are  reasonable  grounds  to 
believe  that  a  beneficiary  will  need  an  item  of  durable  medical  equipment 
for  a  long  enough  period  of  time  to  justify  purchase  rather  than  rental, 
carriers  be  allowed  to  pay  the  Medicare  allowance  in  a  single  payment. 

5 .    We  recommend  elimination  of  the  annual  Part  B  deductible,  with  the 
resulting  increased  cost  to  be  partially  offset  by  a  change  in  the 
co-insurance  factor  to  75%-25%. 

We  believe  that  implementation  of  this  proposal  would  be  beneficial 
in  a  number  of  respects: 

(1)  Medicare  at  present  imposes  two  deductibles,  an 
annual  Part  C  deductible  and  a  Part  A  deductible  that  is  applied  each  time 
a  beneficiary  is  hospitalized.    The  potential  burden  on  persons  living  on 
fixed  income  is  considerable. 

(2)  The  Part  B  deductible  may  discourage  lower-income 
beneficiaries  from  seeking  treatment  in  the  early  stages  of  an  illness. 
This  can  ultimately  lead  to  higher  costs  to  both  the  beneficiary  and  the 
program,  since  a  delay  in  treatment  may  well  lead  to  worsening  the  condition 
and  consequently  to  expensive  hospitalization  or  other  treatment.    We  note 
that  a  recent  study  of  the  Medicaid  program  in  California  ("Medi-Cal")  by 

the  UCLA  School  of  Public  Health  concluded  that  beneficiary  cost-sharing  for  phy 
charges  in  that  program  ultimately  resulted  in  higher  hospitalization  rates  and 
overall  public  expenditures. 

(3)  The  deductibl e  compl icates  claims  administration,  since 
it  requires  that  every  claim  for  every  beneficiary  be  checked  against  the 
central  file  in  Baltimore  until  the  deductible  is  met  and -this  information 

entered  on  the  carrier's  own  files. 
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(4)    The  deductible  is  difficult  for  benefiaries  to  understand. 
Moreover,  if  claims  are  filed  out  of  chronological  sequence  an  underpayment 
may  result  or  correspondence  may  be  necessary  in  order  to  achieve  a  correct 
payment.    This  is  because  of  the  "carryover"    provision  whereby  any  amounts 
applied  to  the  deductible  during  October,  November,  and  December  are  also 
applied  to  the  deductible  for  the  following  calendar  year. 

For  example,  let  us  take  the  case  of  a  beneficiary  who  incurs 
no  expenses  during  the  first  nine  months  of  1974.    In  the  last  three  months 
of  the  year,  he  incurs  $60.00  worth  of  expenses,  and  in  January  of  1975  an 
additional  $60.00.    If  the  January  claim  is  submitted  first  (as  could  easily 
happen,  for  a  number  of  reasons),  it  will  be  applied  to  the  1975  deductible. 
The  1974  bills  will  be  applied  to  the  1974  deductible  when  they  are  filed 
later.    But  had  these  claims  been  filed  prior  to  the  January  claim,  they  would 
have  satisfied  both  the  1974  and  1975  deductibles,  under  the  carryover 
provision---and  the  beneficiary  would  then  have  received  payment  for  the  1975 
claim. 

In  summary,  elimination  of  the  deductible  would,  we  believe,  improve 
the  program  for  the  beneficiaries  and  reduce  the  cost  and  complexity  of 
program  administration. 

6.    We  recommend  that  no  additional  benefits  or  categories  of 
beneficiaries  be  included  in  the  Medicare  program  without  thoughtful 
consideration  of  benefit  design  and  adequate  lead  time  for  implementation. 

The  value  of  additional  benefits  should  be  weighed  against  the 
administrative  complications  and  costs  of  including  them  in  the  program.  The 
addition  of  new  classes  of  beneficiaries  should  be  undertaken  only  if  adequate 
lead  time  is  provided  for  the  development  of  regulations  and  any  necessary 
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modifications  in  processing  systems.    The  point  we  would  stress  is  that, 

in  any  program  as  large  and  complicated  as  Medicare,  seemingly  minor  changes 

may  in  fact  require  major  administrative  adjustments. 

7 .    We  recommend  a  thorough  revision  of  the  approach  to  reimbursement 
under  Medicare  Part  B. 

Reimbursement  is,  in  our  experience,  the  leading  single  cause  of 
dissatisfaction  with  the  program  among  doctors  and  beneficiaries  alike.  The 
present  approach  to  reimbursement,  the  so-called  "reasonable  charge"  based  on 
individual  and  community  charge  profiles,  is  difficult  to  explain  to 
beneficiaries  and  doctors;  is  administratively  expensive;  generates  considerable 
correspondence;  and  —  in  its  present  state — leads  to  significant  differences 
between  actual  charges  and  Medicare  allowances.    It  does  tend  to  control 
costs  from  the  government's  point  of  view,  but  in  areas  with  high  proportions 
of  older  citizens  it  discourages  physicians  from  taking  assignment  and  there- 
fore shifts  costs  from  the  program  to  the  aged  beneficiaries. 
We  recommend  one  of  tv;o  courses  in  this  area: 
(1)    Instruct  carriers  to  allow  the  same  Usual,  Customary,  and 
Reasonable  amounts  under  Medicare  Part  B  that  they  would  allow  in  their  private 
business  programs.    In  Florida  this  would  change  the  allowable  charge  level 
for  individual  physicians  from  the  50th  percentile  to  the  90th  percentile, 
and  the  community  charge  level  from  the  75th  percentile  to  the  90th  percentile. 
(N.B.    These  are  no^  percentages ;  the  90th  percentile  is  that  amount  that  would 
pay  in  full  the  lowest  90%  of  charges  for  a  given  service.) 

This  would  require  that  Congress  repeal  that  portion  of  P.L. 
92-603  that  will  soon  require  physician  charge  Increases  under  Medicare  to  be 
tied  to  an  economic  index,  and  would  also  require  that  the  Social  Security 
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Administration  be  instructed  to  require  carriers  to  use  their  private 
business  profiles  for  Medicare.    We  think  it  important  to  point  out,  in  this 
connection,  that  to  the  extent  that  the  requirement  of  P.L.  92-603  concerning 
physician  fees  results  in  decreasing  Medicare  allowances    beneficiary  and 
physician  dissatisfaction  with  the  program  will  be  increased. 

(2)    If  (1)  above  is  not  practicable,  adopt  either  nationwide  or 
areawide  fee  schedules  that  would  clearly  state  how  much  Medicare  would  pay 
for  every  service.    (Some  services,  such  as  multiple  surgery,  would  require 
individual  consideration  and  could  not  have  pre-determined  fees.)    This  would 
have  the  advantages  of  simplified  administration,  clarity  to  beneficiaries  and 
doctors  alike,  and  predictable  costs.    Such  schedules  must,  however,  be 
realistic  and  subject  to  regular  updates:    i.e.,  they  should  reasonably  reflect 
the  actual  charges  of  physicians. 

8 .    VJe  recommend  conversion  to  a  plastic  Medicare  I.D.  card,  similar 
to  a  credit  card,  which-  could  be  used  by  physicians  and  hospitals  to  imprint 
beneficiary  names  and  Health  Insurance  Claim  numbers  on  the  claim  forms. 

This  recommendation  arises  because  of  the  surprisingly  large 
number  of  claims  we  receive  with  incorrect  names  and/or  Medicare  numbers.  The 
omission  of,  or  an  error  in,  the  single  letter  suffix  to  the  Medicare 
identification  number  can  result  in  delays,  claim  rejections,  and  payment 
errors.    The  same  is  true  if  there  are  errors  in  the  beneficiary's  name. 

We  v.'ould  also  note  that  a  plastic  I.D.  card  would  be  more  permanent 
than  paper  cards. 
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9 .    Our  last  and  most  important  recoinmendation  1s  best  couched  in 
the  words  of  tv/o  recent  studies  of  the  administration  of  Medicare.  We 
recommend  that  "SSA  should  reduce  its  role  in  carrier  decision-making  and 
rely  on  its  capacity  to  test  carrier  performance  by  results,"  and  that  "SSA 
and  its  contractors  (should)  develop  a  relationship  which  vjill  enable  the 
private  sector  to  add  its  full  capability  to  the  administration  of  the 
Medicare  program." 

The  first  of  these  quotations  is  from  The  Administration  of 
Medicare:    A  Shared  Responsibility,  the  Final  Report  of  the  Medicare  Project 
Panel  of  the  National  Academy  of  Public  Administration.    The  second  is  from 
the  Perkins  Committee's  Report  on  Medicare  Administration,  Contracting  and 
Subcontracting.    We  have  quoted  these  two  documents,  and  have  appended  them 
to  our  submission,  because  we  bel ieve. their  recommendations  are  valid  and 
will  be  of  great  interest  to  the  Subcommittee. 

As  is  suggested  in  these  two  studies,  the  time  is  ripe  to 
reassess  the  relationship  that  should  properly  exist  between  the  government 
and  its  contractors.    Both  these  studies  lay  heavy  emphasis  on  the  importance 
of  leaving  private  contractors  free  to  m.anage  flexibly  and  creatively.  Both 
also  stress  the  importance  of  measuring  carriers  by  the  results  they  obtain, 
and  of  holding  them  accountable  for  good  performance.    Although  Florida  Blue 
Shield  has  been  criticized  for  its  performance,  we  endorse  the  idea  that 
carriers  must  be  measured  by  results  .  .  .  provided  that  they  have  sufficient 
management  authority  to  produce  the  desired  results.    We  stress  that  the  issue 
here  involves  the  strategy  of  program  management,  not  the  competence  or 
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integrity  of  SSA  nor  the  responsibility  of  the  government  to  establish  the 
general  policy  which  should  guide  the  administration  of  the  program. 

We  would  be  happy  to  discuss  at  greater  length  any  or  all  of  these 
suggestions  with  the  members  and  staff  of  the  Subcommittee.    We  appreciate 
the  opportunity  to  submit  the  foregoing  material  for  the  record.    Vie  trust 
that  it  states  our  response  to  the  issues  raised  during  testimony  and 
questioning  without  evasion  or  omission  of  any  significant  points. 
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Air.  Staxsell.  In  response  to  the  subcommittee's  interest  in  im- 
provement in  our  written  comments,  we  will  address  some  possibilities 
for  your  consideration  drawn  from  our  9  years  of  experience  with  the 
program  in  Florida. 

We  would  be  remiss  if  we  did  not  pass  along  to  you  our  high  regard 
for  the  professional  work  done  b}"  the  GAO  auditors  prior  to  1975. 

We  thank  a^ou  again  for  this  opportunity.  Of  course,  Mr.  Lewis,  Mr. 
Oplinger  and  I  will  be  happy  to  answer  any  questions  you  have  now. 

Senator  Chiles.  We  regret  that  you  did  not  have  more  information 
on  the  material.  We  were  waiting  to  find  out  as  soon  as  we  could  when 
GAO  would  have  some  findings  that  would  be  available  to  us,  and  this 
was  the  earliest  period  of  time  we  could  get  those  findings.  I  think  we 
tried  to  say  a  number  of  times  as  soon  as  those  findings  were  available, 
we  wanted  to  go  into  this  area. 

I  want  to  say  right  now  that  if  3'ou  wish  additional  time  before  we 
go  any  further  in  our  discussion  today,  I  certainly  want  to  honor  that 
request  and  provide  additional  time.  We  can  recess  our  hearings  and 
come  back,  because  it  certainly  is  not  our  purpose  here  to  bring  you 
up  here  under  any  kind  of  surprise. 

Mr.  Staxsell.  I  did  not  mean  it  was  a  surprise.  We  have  been  in 
touch  with  the  GAO  and  the  nice  folks  sitting  next  to  you  about  our 
concerns,  but  without  looking  at  it  in  detail  as  presented,  we  did  not 
feel  we  were  in  a  position — obviously,  we  have  answers  to  many 
questions  you  might  ask  this  morning,  and  I  believe  the  GAO  and  Mr. 
Tierney  both  have  answered  some  of  the  questions  that  you  would 
naturally  ask  of  us. 

Senator  Chiles.  I  just  wanted  to  say  we  would  be  happy  to  have 
your  detailed  statement,  and  we  will  take  your  detailed  statement, 
but  if  3'ou  needed  any  additional  time,  we  would  be  happy  to  give  you 
that,  too. 

Mr.  Staxsell.  We  would  like  to  have  10  days  or  so  to  put  together 
some  information  which  we  think  would  be  helpful  to  you  and  the 
previous  T\dtnesses  and  your  expressed  concern. 

Senator  Chiles.  Part  of  the  questions  that  I  did  ask  GAO  you 
might  be  better  able  to  answer  than  they  were  because  there  might  be 
areas  they  could  not  fall  into.  Of  course,  the  first  one  I  was  asking  was 
on  the  basis  of  why  it  is  costing  $4.57  for  Florida  to  process  a  claim  as 
opposed  to  $3.36  for  other  carriers. 

Their  answer,  of  course,  was  on  the  basis  that  we  were  processing 
fewer  claims,  that  probably  related  to  turnover,  but  I  would  like  to 
have  your  best  answer. 

Mr.  Staxsell.  I  think  their  answer  is  fairly  complete.  Senator.  As 
they  said,  they  wanted  to  look  into  that  further,  and  we  stand 
ready  to  cooperate  with  them  on  that. 

I  think  of  significance  to  you  though  is  w^hat  the  current  figure  is, 
the  April  figure.  Mr.  Tierney  indicated  some  improvement  that  he  saw 
coming,  and  I  believe  if  I  give  you  the  figure  of  $3.60  per  claim  for  the 
month  of  April  1975,  that  would  indicate  a  considerable  improvement 
over  the  $4.50  figure  that  resulted  from  the  winter's  works. 

Mr.  Lewis.  We  should  comment  that  the  figure  fluctuates  by 
season,  any  cost  figures. 

Senator  Chiles.  I  am  sure  the  monthly  cost  figures  certainly  would 
operate  by  season. 
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Oil  the  high  personnel  turnover  rate,  what  is  the  company's  feeling 
as  to  vvh}'  there  is  this  high  turnover  rate? 

Mr.  Stansell.  The  higher  turnover  rate  has  lessened  considerably 
this  year,  not  necessarily  due  to  an}^  action  on  our  part  but  the 
economic  recession,  backing  into  the  fact  that  during  the  previous  2 
to  3  years  in  Jacksonville,  an  area  in  which  we  operate  with  more  than 
3,000  of  our  employees  has  had  at  times  a  less  than  2  percent  unemploy- 
ment rate.  I  believe  if  we  would  get  believable  figures  from  other 
large  employers  of  this  type  of  personnel,  you  would  see  that  this 
figure  may  be  high,  but  it  is  not  inordinately  high.  The  labor  movement 
is  pretty  much  depleted.  We  do  think  there  were  some  problems  ^\dth 
salary  levels  generall}^  within  the  company. 

In  1971,  within  2  weeks  of  the  freezing  of  wages,  we  had  delayed 
plans  to  raise  our  level  of  pa}^  across  the  board,  and  we  were  frozen  as 
was  everybody  else  for  a  period  of  time.  In  the  year  1974,  we  made 
two  general  adjustments  throughout  the  company  to  bring  ourselves 
to  the  competitive  level  that  our  labor  competitors,  if  you  will,  in  the 
Jacksonville  market  had  reached.  Then  the  economic  recession  helped 
considerabh^  to  bring  that  figure  down  to  something  like  28  percent 
currently. 

Senator  Chiles.  A  28-percent  turnover  currently? 
Mr.  Stansell.  Yes,  sir. 

Senator  Chiles.  Again,  as  a  management  decision,  it  seems  to  me 
when  you  are  experiencing  a  77  percent  turnover,  it  would  be  pretty 
obvious  that  you  were  not  competitive,  and  here  you  are  in  a  business 
where  you  are  really  reporting  costs  and  then  being  reimbursed  for 
them,  so  you  are  not  really  in  a  situation  where  3^ou  could  not  raise  the 
salaries,  or  were  you? 

Mr.  Stansell.  We  are  in  the  peculiar  position  of  being  taxpayers 
as  well  as  managers  of  a  business,  and  we  did  not  feel,  based  on  govern- 
ment money,  that  we  should  pay  a  higher  rate.  We  made  the  decision 
to  pay  them  at  the  rate  they  were  being  paid  and  the  current  decision 
is  based  on  internal  equit}^  in  a  salary  program. 

If  you  have  certain  people  doing  easier  jobs  and  being  paid  more 
money,  you  have  more  problems  across  the  board  with  a  group  of 
employees. 

The  nature  of  the  medicare  B  program  versus  a  singular  type  of 
program,  a  single  set  of  benefits,  one  in  which  many  of  the  decisions 
are  made  by  the  Government  and  the  regulations  versus  private 
programs,  where  you  have  variations  that  could  go  into  the  hundreds, 
and  the  nature  of  handling  the  claims  for  the  two,  we  saw  them  as 
being  different,  easier,  if  you  will,  in  the  medicare  part  B  side.  Because 
of  the  other  complications,  w^e  changed  our  mind  through  the  restudy 
and  will  upgrade  the  level  of  salaries  and  are  in  the  process  now  of 
upgrading  the  salaries  of  these  people.  We  tried  to  carefully  track 
after  the  two  raises  made  in  1974.  Of  all  of  our  employees,  there  was 
not  a  ripple.  Pay  is  not  the  only  reason  why  you  have  turnover, 
obviously. 

Senator  Chiles.  I  am  sure  that  is  true,  but  I  w^ould  point  out  know^- 
ing  you  have  to  have  some  basis,  I  would  think  maybe  you  spent  a 
little  too  much  time  on  internal  equity  and  not  enough  on  external 
equity,  because  the  77  percent  is  the  external  equity  that  I  am  con- 
cerned about.  But  you  are  right;  salary  is  not  the  only  factor. 
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What  is  Blue  Shield  doing  in  other  areas  to  see  that  you  don't 
have  this  turnover?  People  could  not  be  too  happy  in  the  job  there  if 
you  were  turning  over  at  the  rate  of  77  percent. 

Mr.  Stansell.  I  don't  want  to  appear  philosophical,  but  I  think  it 
is  a  general  trend  among  people  who  do  routine  jobs  to  change  as 
fast  as  they  can,  and  I  think  that  has  a  good  deal  to  do  with  it. 

Secondly,  in  the  medicare  B  operation,  because  the  best  estimates 
of  BHI  and  Florida  Blue  Shield  have  been  lower  on  intake  of  claims 
on  a  prospective  basis,  we  have  had  these  people  under  severe  strain 
m  terms  of  overtime,  Saturday  and  Sunday  work  to  get  the  work  out. 

Senator  Chiles.  Why  is  that? 

Mr.  Staxsell.  For  the  simple  reason,  if  you  set  up  for  a  15  percent 
increase  in  volume  and  that  increase  turns  out  to  be  25  percent  and 
you  set  up  in  August  and  September  your  training  of,  say,  another 
100  or  150  claims  examiners,  and  you  get  150  and  it  turns  out  you  need 
200,  the  only  recovery  you  can  make  is  overtime  to  get  the  work  out, 
and  that  contributes  to  someone  seeking  another  job. 

Senator  Chiles.  Tell  me,  if  you  will,  sir,  about  your  decision  to 
put  on  Mr.  Oplinger. 

Mr.  Stansell.  Mr,  Oplinger  has  been  an  employee  of  ours  for  almost 
10  years.  He  has  worked  in  the  medicare  B  operation  for  most  of  those 
3'ear5  in  various  capacities.  The  latest,  before  his  promotion  to  vice 
president,  was  as  the  director  of  the  operation  since,  I  believe,  April 
of  last  year.  Our  decision  was  based  on  two  or  three  studies  that  we 
had  made  of  our  management  structure  to  zero  in  more  closely,  as 
has  been  suggested  by  the  GAO  study,  on  the  specific  problem  areas 
of  the  business  but  also  related  to  the  size  of  the  operation. 

To  give  you  some  perspective  on  this,  Mr.  Oplinger  in  his  shop  has 
almost  1,000  employees.  I  believe  there  are  about  900  now  in  the 
medicare  B  operation.  It  pays  $200  million  a  year.  These  two  items 
bore  heavily  on  our  decision  to  put  in  an  officer-level  person  to  direct 
his  management  attention  to  the  program. 

Obviously,  a  part  of  that  was  due  a  recognition  on  our  part  of 
some  18  months  ago  that  we  were  getting  into  more  problems  than 
we  had  anticipated. 

Senator  Chiles.  Mr.  Oplinger,  how  do  you  see  your  new  position? 
Tell  me  something  about  your  plans. 

^Ir.  Oplixger.  Plans  have  already  been  made  in  outline  for  a  total 
reorganization  of  the  med  B  operation.  I  believe  this  was  referred  to 
in  the  GAO  testimony. 

We  have  spent  many,  many  hours,  determining  where  there  might 
be  understaffing  of  important  jobs.  We  have  detected  those,  selected 
people  whom  we  are  relatively  sure  can  correct  the  problems  that 
have  been  there.  I  am  talking  primarily  about  the  delays  we  spoke 
about  this  morning. 

We  have  effectively  moved  within  the  last  month-and-a-half  every 
management  person  within  that  department.  We  are  adding  managers 
to  cut  down  on  the  type  of  control  they  have  so  they  can  put  more 
time  on  the  things  that  cause  the  most  problems.  We  have  added 
numbers  to  that.  We  are  currently  undergoing  quite  an  extensive 
long-range  planning  process,  and  by  long-range,  I  don't  mean  this 
to  sound  like  something  which  is  a  year's  wait  but  something  which 
will  start  July  1  of  this  3'ear,  which  is  effectively  2  weeks  away. 
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where  we  are  setting  very  stringent  goals  for  each  of  the  managers 
and  the  supervisors  working  under  those  managers.  We  will  be 
tracking  those  goals  at  least  on  a  monthly  basis.  If  we  find  that  we 
are  getting  off  our  preestablished  goal,  we  will  find  out  why  and  make 
corrections.  In  my  opinion,  we  can  do  it  in  the  next  6  years  but  pro- 
jected over  the  next  12  months,  we  can  bring  ourselves  to  where  we 
are  at  least  as  good  as  the  national  average  in  all  items  of  concern. 

Senator  Chiles.  What  are  you  doing  to  try  to  improve  the  morale 
or  the  working  conditions  of  the  people  who  are  handling  these  routine 
claims  that  do  drive  you  a  little  buggy  after  you  look  at  them  day 
after  day? 

Mr.  Oplinger.  As  mentioned  in  the  GAO  report,  there  has  been 
some  change  in  the  turnover.  Perhaps  at  the  time  the  GAO  report 
was  drawn  up,  they  were  not  aware  that  they  were  in  the  process  of 
implementing  the  salary  increase  which  was  made  retroactive  to  the 
decision  date  of  May  12,  and  they  will  be  paid  retroactive  to  that 
date.  That  is  one  element.  We  are  on  a  piece-by-piece  basis  adding 
more  responsibility  primarily  to  the  examiner  levels  so  that  their 
jobs  no  longer  are  so  much  of  a  routine  job.  They  see  more  of  the 
finished  piece  of  work  that  they  are  trying  to  accomplish,  something 
generally  referred  to  as  job  enrichment. 

I  feel  very  confident  that  that  will  help. 

Senator  Chiles.  Do  you  all  do  anything  or  have  any  kind  of  pro- 
gram about  hiring  the  handicapped  for  these  jobs? 

Mr.  Stansell.  Yes,  sir,  we  work  with  the  handicapped. 

Senator  Chiles.  You  find  in  many  areas  people  have  physical 
handicaps  but  can  do  a  particular  job,  and  they  tend  to  very  much 
stay  on  the  job.  They  are  very  glad  to  have  a  job,  and  they  do  not 
tend  to  be  people  who  are  bothered  by  the  fact  that  they  ought  to 
be  moving  themselves  up  higher  or  anything  else.  They  are  usually 
pretty  well  satisfied  and  satisfied  to  stay  there. 

Mr.  Stansell.  We  have  several  on  our  staff  and  they  are  as  you 
describe  them. 

Long  before  the  age  restrictions  were  federalized  or  unfederalized 
and  the  other  restrictions  in  the  way  of  equal  employment  opportunity, 
we  were  a  leader  in  the  Jacksonville  area  in  hiring  all  kinds  of  people 
because  we  make  our  judgment  on  whether  or  not  the  person  is  capable 
of  doing  the  work  only. 

I  would  add  a  couple  of  things  to  what  Mr.  Oplinger  said.  He  has 
mentioned  a  couple  of  things  which  we  pilot  studied  as  well  as  hope- 
fully put  in  as  a  general  plan.  We  do  have  a  good  number  of  people 
on  what  we  call  flex  time,  which  means  a  lady  who  has  children  going 
to  school  can  come  to  work  at  9  o'clock  and  stay  until  5  or  come  in  at 
7  and  go  home  at  3.  The  overtime  is  voluntary. 

In  addition  to  that,  all  of  our  automation  studies,  if  you  will, 
are  pointed  toward  many  of  the  things  you  saw  on  that  big  chart 
that  the  GAO  brought  in,  toward  removing  the  routine  easily  com- 
puterized items  into  the  computer  so  it  will  do  those  jobs  without 
having  to  have  a  person  do  them  repetitively.  Personally,  it  would 
drive  me  up  the  wall,  and  I  am  sure  it  would  most  folks.  That  is  one 
of  the  reasons  why  most  people  don't  like  such  a  routine  paper  job. 

Senator  Chiles.  Have  you  considered  or  do  you  have  any  basis 
of  incentive  or  pay  based  on  goals  or  efficiency? 
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Mr.  Stansell.  No,  sir.  To  be  eligible  to  do  overtime  a  person 
has  to  be  at  a  certain  productive  level  and  the  normal  incentive  in  a 
clerical  job  is  doing  a  good  job  and  moving  up  to  a  higher-paying  job. 

Senator  Chiles.  Do  you  have  any  incentives  for  your  employees 
or  do  you  set  any  quotas? 

Mr.  Oplinger.  I  think  in  answer  to  your  question,  Senator  Chiles, 
it  has  worked  from  the  reverse  side.  If  a  person,  is  not  producing, 
when  it  comes  time  for  his  merit  increase,  then  he  does  not  receive 
one  if  he  has  been  doing  a  poor  job.  You  can  call  that  an  incentive; 
I  would  certainly  call  it  that.  We  do  not  have  piecework  type  of  things. 

Senator  Chiles.  It  seems  to  me  if  you  reverse  that  and  say  you 
had  to  do  something  in  order  to  be  eligible,  if  they  got  something 
extra,  they  might  stay  around  to  get  it. 

Mr.  Stansell.  I  am  constrained  to  commxcnt  on  the  overtime 
percentage.  They  are  not  as  simple  as  they  look.  Seventy-seven  percent 
does  not  mean  770  out  of  1,000  left  us  and  we  only  have  230  left  in 
there  from  the  beginning  of  the  year.  That  is  not  what  it  means. 
Obviousl}^,  you  could  have  one  job  filled  three  times  in  a  year.  In  the 
employment  environment  in  which  we  found  ourselves  we  hired 
people  at  the  very  minimum  of  qualifications,  put  them  through  this 
4-  to  6-week  training  program  and  at  the  end  of  the  training  program 
in  some  instances  discharged  them  immediately  because  the}"  could 
not  learn.  Of  course,  we  hire  an  awful  lot  of  ladies  and  a  good  many  of 
their  husbands  are  in  the  Navy  and  we  lose  a  fair  percentage. 

You  might  be  interested  in  the  numbers  of  people  who  leave  us  b}" 
reason — pregnancy,  going  to  another  city. 

Senator  Chiles.  In  the  GAO  sample  of  138  claims  to  process,  39 
required  an  average  of  23  days.  According  to  the  GAO  report  I  think 
15  days  of  that  was  just  in  getting  the  request  to  the  party  involved. 
W^hat  is  the  reason  for  that  time,  that  you  determined  you  needed 
nore  information  until  the  call  was  made  or  until  the  letter  was  sent? 

Mr.  Oplinger.  Under  the  present  system  we  are  using  now,  which 
;vas  installed  in  the  fall  of  last  year  and  hinges  on  some  other  comments 
n  the  GAO  report,  it  requires  us  to  go  ahead  and  enter  the  claim  into 
bhe  system  knowing  that  it  requires  additional  development  in  order 
bo  maintain  control  and  batch  integrity.  Only  after  it  goes  through 
bhe  computer  and  is  processed  as  an  additional  development  claim, 
bhe  computer  then  prepares  a  suspension  sheet  which  is  forwarded  to 
^he  additional  development  area  which  has  to  match  it  then  with  the 
original  claim  with  the  reason  indicated  as  to  what  additional  infor- 
mation we  need.  There  are  sometimes  other  support  documents  that 
leed  to  be  gathered  in  order  to  fully  understand  what  the  additional 
development  is.  This  is  primarily  what  is  causing  the  delay.  It  is  not  a 
dmple  matter  of  taking  the  claim  next  door  and  saying  let's  call  on  it. 

I  might  add,  too,  included  in  that  overall  additional  development 
bime,  we  do  have  a  BHI  requirement  where  we  write  for  information 
bhat  we  must  not  follow  up  on  that  within  the  first  15  days  if  we  do 
lot  receive  a  repl}'.  After  the  first  15  days  we  make  a  second  request 
and  we  are  given  up  to  30  days  in  order  to  receive  the  information 
Tom  that  so  there  could  be  an  automatic  45-day  delay  because  of  the 
BHI  regulations. 

I  am  not  saying  they  all  require  that  much. 

Senator  Chiles.  Do  you  feel  the  Social  Security  Administration  is 
hindering  your  performance  in  any  way? 
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Mr.  Oplinger.  I  think  many  of  the  carriers  have  suggestions  which 
might  require  changes  in  the  law  which  would  enhance  the  program 
consider  abl}^ 

Mr.  Stansell.  I  would  like  to  comment  on  that,  Senator.  I  think 
the  over  regulation  is  caused  partty  by  the  influence  of  the  Congress 
and,  of  course,  the  law  that  has  been  passed,  but  I  believe  sincereh" 
because  I  worked  on  committees  for  the  people  in  Mr.  Tierney's  office 
and  very  closely  with  Mr.  Richard  in  our  area  of  the  country.  I  believe 
sincerely  they  are  moving  toward  something  you  expressed  an  interest 
in  and  that  is  an  ability  to  track  what  is  happening  and  to  track 
results  based  on  standards  that  are  set  up.  The  enormousness  of  the 
complex  program  b}^  1958,  I  believe,  carriers  in  different  parts  of  the 
country  faced  with  different  volumes,  different  assignment  rates — you 
name  it — makes  the  problem  of  setting  standards  one  that  you  just 
cannot  do  in  a  very  short  time.  I  think  it  can  be  done.  I  think  they  are 
interested  in  doing  it  and  I  say  this  to  you  because  I  believe  firmly 
that  the  carriers  should  do  the  managing  and  the  Government  should 
do  the  standard-setting  and  the  measuring. 

Senator  Chiles.  You  were  telling  me,  I  think  you  said  21  or  23 
directors? 

Mr.  Stansell.  Twenty-one  directors. 

Senator  Chiles.  Nonprofit  corporations? 

Mr.  Stansell.  Blue  Shield  only.  Blue  Cross  is  a  separate 
corporation. 

Senator  Chiles.  Blue  Cross  is  different? 
Mr.  Stansell.  Right. 

Senator  Chiles.  The  21  directors,  are  they  salaried  or  paid  fees? 

Mr.  Stansell.  They  are  paid  nothing  except  their  expenses  to 
come  to  board  meetings. 

Senator  Chiles.  Are  they  a  part  of  Blue  Cross? 

Mr.  Stansell.  The  Blue  Shield  board  of  directors  a  part  of  Blue 
Cross?  No,  sir.  There  is  one  member  of  the  Blue  Cross  board  Avho  is 
elected  to  represent  the  Blus  Cross  board  on  the  Blue  Shield  board 
each  year. 

Senator  Chiles.  But  the  other  Blue  Shield  directors  are  not  a  part 
of  Blue  Cross? 

Mr.  Stansell.  No,  sir. 

Senator  Chiles.  You  say  the  Government  should  set  the  standards 
that  the  company  should  be  able  to  match.  How  could  you  put 
competition  into  this  area,  that  being  the  American  way? 

Mr.  Stansell.  Absent  the  abilit}^  to  set  standards  at  this  point  in 
any  meaningful  way,  I  don't  think  it  can  be  done  right  now.  My 
statement  was  directed  toward  the  fact  that  the  efforts  to  get  to  that 
point  have  to  be  made  and  I  think  they  are  being  made.  I  don't 
believe  we  could  do  some  of  those  things  because  of  the  complexity 
of  the  program  and  the  lack  of  a  meaningful  standard. 

Senator  Chiles.  It  seems  somewhere  in  here  we  are  missing  in- 
centives. I  am  concerned  that  we  are  missing  them.  If  you  have  a 
situation  in  which  once  the  carrier  is  selected  and  is  not  selected  on  a 
bid  basis,  and  once  the  carrier  is  selected,  you  take  the  cost  and  you 
say  you  are  a  taxpayer  and  I  am,  too,  you  take  the  costs  and  figure  in 
after  the  fact  things  as  to  what  the  payments  are  going  to  be  and  we 
have  an  operation  where  we  see  there  could  be  delays,  as  we  see  here. 
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with  a  quarter  of  a  million  people,  it  seems  somewhere  the  incentives 
are  missing.  Maybe  that  is  being  added  to  when  they  take  away  30 
percent  of  your  business  and  are  giving  that  to  another  carrier,  but 
I  am  concerned  with  not  only  whether  Florida  is  managing  this  proper- 
ly or  whether  we  have  proper  built-in  incentives  and  so  that  we  do 
get  some  competition  and  so  that  we  do  get  some  results  based  on  that. 

I  want  to  tell  a  part  of  the  people  who  are  a  part  of  this  percentage 
that  they  are  left  out  or  are  experiencing  this  delay  or  don't  worry 
to  get  up  on  top  of  this  and  don't  worry  we  have  a  solution  to  it.  Because 
it  looks  to  me  under  the  present  system  that  we  have,  where 
Government  selected  the  carriers,  and  I  am  only  looking  at  Florida 
but  I  want  to  look  at  these  other  areas,  but  I  don't  see  the  incentives 
that  are  built  in  that  are  normally  a  profit  incentive  in  a  profitmaking 
business.  But  here  we  are  dealing  with  a  nonprofit  organization.  Where 
is  the  incentive  here  that  is  built  in  to  see  that  we  are  going  to  get 
faster  results  than  this,  where  there  are  problems? 

It  seems  to  me  the  problems  you  are  experiencing  are  not  problems 
that  happen  over  a  1 -month  period  of  time.  They  went  on  for  a  long, 
long  period  of  time.  I  wonder  how  they  are  going  in  other  areas.  This 
is  where  the  bureaucracy  alwa^^s  has  problems  and  whether  it  corrects 
itself,  whether  it  be  the  bureaucracy  of  government  or  the  bureaucracy 
of  your  business,  but  I  don't  see  the  incentive  built  into  this  thing 
right  now. 

Mr.  Stansell.  Mr.  Tierney  mentioned  the  difference  between 
Blue  Cross  and  Blue  Shield  and  that  health  care  is  our  business.  I 
can  only  say  that  I  personally  believe  strongly  in  the  free  enterprise 
system  and  the  profitmaking  S3^stem  that  is  the  basis  of  our  countr}', 
political  system.  I  would  say  to  you  what  I  also  said  about  pay  raises 
for  employees  and  the  fact  that  pay  is  not  the  only  reason  they  stay 
with  3^ou  or  leave  you.  We  had  other  incentives  inherent  in  what  we 
were  doing  and  we  want  to  do  it  well  that  we  believe  are  effective 
incentives  for  people  who  work  for  us  and  for  the  boards  of  directors 
who  direct  our  activities. 

Senator  Chiles.  I  look  forward  to  getting  your  detailed  statement. 
I  also  look  forward  to  seeing  the  progress  that  we  hope  is  going  to  be 
made  as  a  result  of  the  assignment  of  Mr.  Oplinger. 

I  think  in  looking  at  your  statement,  certainly  the  figures  that 
are  set  up  from  there,  those  are  just  intolerable.  There  is  just  no  way 
to  expect  our  people  to  continue  to  accept  those  kind  of  figures.  Again, 
those  figures  show  us  graphically  but  my  office  has  been  kind  of  telling 
me  about  them  and  I  have  been  hearing  about  them  and  listening  to 
some  of  the  calls  coming  in  from  some  of  the  people  and  when  3^ou 
translate  to  some  of  the  individuals  who  are  suffering,  it  is  something 
we  have  to  do  something  about.  I  don't  want  to  be  here  just  to  put 
the  whip  on  you. 

Mr.  Stansell.  Let  me  comment  on  that,  if  I  ma}^,  on  a  personal 
note.  I  am  a  fourth-generation  Floridian  and  m}^  State  is  full  of  my 
relatives  and  some  large  percentage  of  them  are  over  65.  I  have  a 
personal  stake  in  this  because  they  have  come  to  me.  We  are  in  the 
business.  I  have  on  two  occasions  met  personalty  with  groups  of  the 
medicare  emploA^ees  and  I  have  made  the  comment  to  them  that 
each  piece  of  paper  they  pick  up  is  of  great  importance  to  some  one 
individual  person  and  raade  the  point  that  they  are  dealing  not  with 
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paper  but  with  somebody's  troubles  or  perhaps  somebody  getting 
over  troubles  because  the  medical  care  has  been  delivered.  I  can  assure 
you  that  that  is  the  attitude  that  prevails  in  our  management  of  the 
program  because  we  are  concerned. 

Senator  Chiles.  I  am  certainly  going  to  look  forward  to  your 
progress. 

Mr.  Stansell.  We  are  going  to  make  it. 
Senator  Chiles.  Thank  you. 

We  will  recess  at  this  time  and  leave  the  record  open  for  a  period 
of  10  days  to  2  weeks  to  receive  your  additional  statements. 
I  will  also  enter  some  correspondence  on  this  problem. 
[The  information  referred  to  follows:] 

APPENDIX 
TITLE  42— UNITED  STATES  CODE 

CHAPTER  7— SOCIAL  SECURITY 

Subchapter  I — Grants  to  States  for  Old-Age  Assistance  and  Medical 
Assistance  for  the  Aged 

Sec.  301 — Appropriation. 

§302.  State  old-age  and  medical  assistance  plans. 

(a)  Contents 

A  State  plan  for  old-age  assistance,  or  for  medical  assistance  for  the  aged,  or  for 
old-age  assistance  and  medical  assistance  for  the  aged  must — 

(1)  provide  that  it  shall  be  in  effect  in  all  political  subdivisions  of  the  State, 
and,  if  administered  by  them,  be  mandatory  upon  them; 

(2)  provide  for  financial  participation  by  the  State; 

(3)  either  provide  for  the  establishment  or  designation  of  a  single  State 
agency  to  administer  the  plan,  or  provide  for  the  establishment  or  designation 
of  a  single  State  agency  to  supervise  the  administration  of  the  plan; 

(4)  provide  for  granting  an  opportunity  for  a  fair  hearing  before  the  State 
agency  to  any  individual  whose  claim  for  assistance  under  the  plan  is  denied 
or  is  not  acted  upon  with  reasonable  promptness; 

(5)  provide  (A)  such  methods  of  administration  (including  methods 
relating  to  the  establishment  and  maintenance  of  personnel  standards  on  a 
merit  basis,  except  that  the  Secretary  shall  exercise  no  authority  with  respect 
to  the  selection,  tenure  of  office,  and  compensation  of  any  individual  employed 
in  accordance  with  such  methods)  as  are  found  by  the  Secretary  to  be  neces- 
sary for  the  proper  and  efficient  operation  of  the  plan,  and  (B)  for  the  training 
and  effective  use  of  paid  subprofessional  staff,  with  particular  emphasis  on 
the  full-time  or  part-time  employment  of  recipients  and  other  persons  of 
low  income,  as  community  service  aides,  in  the  administration  of  the  plan 
and  for  the  use  of  nonpaid  or  partially  paid  volunteers  in  a  social  service 
volunteer  program  in  providing  services  to  applicants  and  recipients  and  in 
assisting  any  advisory  committees  established  by  the  State  agency ; 

(6)  provide  that  the  State  agency  will  make  such  reports,  in  such  form  and 
containing  such  information,  as  the  Secretary  may  from  time  to  time  require, 
and  comply  with  such  provisions  as  the  Secretary  may  from  time  to  time  find 
necessary  to  assure  the  correctness  and  verification  of  such  reports ; 

(7)  provide  safeguards  which  restrict  the  use  or  disclosure  of  information 
concerning  applicants  and  recipients  to  purposes  directly  connected  with 
the  administration  of  the  State  plan ; 

(8)  provide  that  all  individuals  wishing  to  make  application  for  assistance 
under  the  plan  shall  have  opportunity  to  do  so,  and  that  such  assistance 
shall  be  furnished  with  reasonable  promptness  to  all  eligible  individuals; 

(9)  provide,  if  the  plan  includes  assistance  for  or  on  behalf  of  individuals  in 
private  or  public  institutions,  for  the  establishment  or  designation  of  a 
State  authority  or  authorities  which  shall  be  responsible  for  estabhshing  and 
maintaining  standards  for  such  institutions; 
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(10)  If  the  State  plan  includes  old-age  assistance — 

(A)  provide  that  the  State  agency  shall,  in  determining  need  for  such 
assistance,  take  into  consideration  any  other  income  and  resources 
of  an  individual  claiming  old-age  assistance,  as  well  as  any  expenses 
reasonably  attributable  to  the  earning  of  any  such  income;  except  that, 
in  making  such  determination,  (i)  the  State  agency  may  disregard  not 
more  than  $7.50  per  month  of  additional  and  (ii)  of  the  first  $80  per 
month  of  additional  income  which  is  earned  the  State  agency  may  dis- 
regard not  more  than  the  first  $20  thereof  plus  one-half  of  the  remainder ; 

(B)  include  reasonable  standards,  consistent  with  the  objectives  of 
this  subchapter,  for  determining  eligibility  for  and  the  extent  of  such 
assistance;  and 

(C)  provide  a  description  of  the  services  (if  any)  which  the  State 
agency  makes  available  to  applicants  for  and  recipients  of  such  assist- 
ance to  help  them  attain  self-care,  including  a  description  of  the  steps 
taken  to  assure,  in  the  provision  of  such  services,  maximum  utilization 
of  other  agencies  providing  similar  or  related  services ; 

(11)  if  the  State  plan  includes  medical  assistance  for  the  aged — 

(A)  provide  for  inclusion  of  some  institutional  and  some  noninsti- 
tutional  care  and  services; 

(B)  provide  that  no  enrollment  fee,  premium,  or  similar  charge  will  be 
imposed  as  a  condition  of  any  individual's  eligibility  for  medical  assist- 
ance for  the  aged  under  the  plan ; 

(C)  provide  for  inclusion,  to  the  extent  required  by  regulations  pre- 
scribed by  the  Secretary,  of  provisions  (conforming  to  such  regulations) 
with  respect  to  the  furnishing  of  such  assistance  to  individuals  who  are 
residents  of  the  State  but  are  absent  therefrom ; 

(D)  include  reasonable  standards,  consistent  with  the  objectives  of 
this  subchapter,  for  determining  eligibility  for  and  the  extent  of  such 
assistance;  and 

(E)  provide  that  no  lien  may  be  imposed  against  the  property  of  any 
individual  prior  to  his  death  on  account  of  medical  assistance  for  the 
aged  paid  or  to  be  paid  on  his  behalf  under  the  plan  (except  pursuant  to 
the  judgment  of  a  court  on  account  of  benefits  incorrectly  paid  on  behalf 
of  such  individual),  and  that  there  shall  be  no  adjustment  or  recover}^ 
(except,  after  the  death  of  such  individual  and  his  surviving  spouse,  if 
any,  from  such  individual's  estate)  of  any  medical  assistance  for  the  aged 
correctly  paid  on  behalf  of  such  individual  under  the  plan ; 

(12)  if  the  State  plan  includes  assistance  to  or  in  behalf  of  individuals  who 
are  patients  in  institutions  for  mental  diseases — 

(A)  provide  for  having  in  effect  such  agreements  or  other  arrangements 
with  State  authorities  concerned  with  mental  diseases,  and,  where 
appropriate,  with  such  institutions,  as  may  be  necessary  for  carrying 
out  the  State  plan,  including  arrangements  for  joint  planning  and  for 
development  of  alternate  methods  of  care,  arrangements  providing 
assurance  of  immediate  readmittance  to  institutions  where  needed  for 
individuals  under  alternate  plans  of  care,  and  arrangements  providing 
for  access  to  patients  and  facilities,  for  furnishing  information,  and  for 
making  reports; 

(B)  provide  for  an  individual  plan  for  each  such  patient  to  assure  that 
the  institutional  care  provided  to  him  is  in  his  best  interests,  including, 
to  that  end,  assurances  that  there  will  be  initial  and  periodic  review  of 
this  medical  and  other  needs,  that  he  will  be  given  appropriate  medical 
treatment  within  the  institution,  and  there  will  be  a  periodic  determina- 
tion of  his  need  for  continued  treatment  in  the  institution; 

(C)  provide  for  the  development  of  alternate  plans  of  care,  making 
maximum  utilization  of  available  resources,  for  recipients  who  would 
otherwise  need  care  in  such  institutions,  including  appropriate  medical 
treatment  and  other  assistance:  for  services  referred  to  in  section  303 
(a)  (4)  (A)  (i)  and  (ii)  of  this  title  which  are  appropriate  for  such  recipients 
and  for  such  patients;  and  for  methods  of  administration  necessary  to 
assure  that  the  responsibilities  of  the  State  agency  under  the  State  plan 
with  respect  to  such  recipients  and  such  patients  will  be  effectively 
carried  out;  and 
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(D)  provide  methods  of  determining  the  reasonable  cost  of  institutional 
care  for  such  patients;  and 
(13)  if  the  State  plan  includes  assistance  to  or  in  behalf  of  patients  in  public 
institutions  for  mental  diseases,  show  that  the  State  is  making  satisfactory 
progress  toward  developing  and  implementing  a  comprehensive  mental 
health  program,  including  provision  for  utilization  of  community  mental 
health  centers,  nursing  homes,  and  other  alternatives  to  care  in  public  in- 
stitutions for  mental  diseases. 

(b)  Approval  by  Secretary 

The  Secretary  shall  approve  any  plan  which  fulfills  the  conditions  specified  in 
subsection  (a)  of  this  section,  except  that  he  shall  not  approve  any  plan  which 
imposes  as  a  condition  of  eligibility  for  assistance  under  the  plan — 

(1)  an  age  requirement  of  more  than  sixty-five  years ;  or 

(2)  any  residence  requirement  which  (A)  in  the  case  of  applicants  for 
old-age  assistance,  excludes  any  resident  of  the  State  who  has  resided  therein 
five  years  during  the  nine  years  immediately  preceding  the  application  for 

;  old-age  assistance  and  has  resided  therein  continuously  for  one  year  im- 
mediately preceding  the  application,  and  (B)  in  the  case  of  applicants  for 
medical  assistance  for  the  aged,  excludes  any  individual  who  resides  in  the 
State;  or 

(3)  any  citizenship  requirement  which  excludes  any  citizen  of  the  United 
States. 

(c)  Limitation  on  number  of  plans 

Nothing  in  this  subchapter  shall  be  construed  to  permit  a  State  to  have  in  effect 
with  respect  to  an}^  period  more  than  one  State  plan  approved  under  this  sub- 
chapter. (Aug.  14,  1935,  ch.  531,  title  I,  §  2,  49  Stat.  620;  Aug.  10,  1939,  ch.  666, 
title  I,  §  101,  53  Stat.  1360;  1946  Reorg.  Plan  No.  2,  §4,  eff.  July  16,  1946,  11 
F.R.  7873,  60  Stat.  1095;  Aug.  28,  1950,  ch.  809,  title  III,  pt.  1,  §  301(a),  (b), 
pt.  6,  §  361(c),  (d),  64  Stat.  548,  558:  1953  Reorg.  Plan  No.  1,  §§  5,  8,  eff.  Apr.  11, 
1953,  18  F.R.  2053,  67  Stat.  631;  Aug.  1,  1956,  ch.  836,  title  III,  §  311(b),  70 
Stat.  848;  Aug.  28,  1958,  Pub.  L.  85-840,  title  V,  §  510,  72  Stat.  1051;  Sept.  13, 
1960,  Pub.  L.  86-778,  title  VI,  §601  (b),  74  Stat.  987;  July  25,  1962,  Pub.  L. 
87-543,  title  I,  §§  106(a)(1),  157,  76  Stat.  188,  207;  July  30,  1965,  Pub.  L.  89-97, 
title  II,  §  221(a)(3),  title  IV,  §  403(a),  79  Stat.  357,  418;  Jan.  2,  1968,  Pub.  L. 
90-248,  title  II,  §§  210(a)(1),  213(a)(1),  81  Stat.  895,  898.) 
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c. 


DR.  STANLEY  S.  KAPLAN 


DOCTOR   or  CHIROPRACTIC 


June  20,  1975 


Senator  Lawton  Chiles 
Senate  Building 
Washington  D.C. 

Dear  Senator  Chiles: 

After  speaking  with  you  about  the  chiropractic  medicare 
situation  on  the  plane  from  Merritt  Island  to  Fort  Lauder- 
dale I  have  taken  the  liberty  to  collect  several  typical 
reject  slios  from  a  number  of  doctors  around  the  state. 


By  glancing  over  them  you  can  see  that  many  claims  were  com- 
pletely rejected  and  a  good  number  of  them  were  paid  redicu- 
lous  amounts  in  relationship  to  the  bills.     I  hope  that  this 
information  helps  you  in  your  review  of  the  Blue  Shield 
Medicare  situation. 

The  whole  program  is  a  complete  mess.     Please  understand 
that  these  files  are  just  a  sampling  of  what  is  going  on  and 
the  situation  is  much  worse  than  these  files  show  it  to  be. 

I  am  sure  that  Blue  Shield  and  Health  Education  and  Welfare 
is  not  following  the  medicare  law  as  intended  by  congress. 
A  prime  example  of  this  would  be  in  regard  to  the  x-ray  situ- 
ation -  forcing  chiropractors  to  x-ray  all  medicare  patients 
and  to  not  reimburse  or  paying  the  patient  back  for  the  cost. 

Congratulations  on  your  announcement  for  re-election.     You  know 
that  if  you  should  need  my  services  in  this  campaign  I  will  be 
very  happy  to  work  for  you  and  should  you  need  my  airplane  just 
feel  free  to  call  upon  me. 

Kindest  personal  regards. 


•Dr.  Stanley  Kaplan 


SSK/ka 


Enclosure 


111    NORTH    FISKE  BOUUEVARD 


COCOA,  FLORIDA  33923 


PHONE  636-609C 
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01.  9onaid  C.  We 


hnald  U.  Wempsey 


CHIROPRACTIC  PHYSICIAN 
2235  W.  FAIRBANKS  AVENUE 
WINTER  PARK,  FLORIDA  32789 


Telephone  647-5550 


May  1^,  1975 


Stanley  S.  Kaplan  D.C. 
Ill  NO  Fiske  Blvd. 
Cocoa,  Florida  32922 

Dear  Stan; 

RE:     Miriam  Eaton 

This  is  the  lady  I  wrote  you  about  a  bit  ago.     The  one  who  got 
payment  for  half  a  formula  and  nothing  else. 

Take  note  that  she  brought  me  in  an  M.D.  Part  B  form  showing  the 
M.D.   claim  was  paid  right  on  the  button  at  80%  of  his  $10.00 
call.     Note,   they  reduce  us  to  $8.00  (I  charge  $10.00),  and  use 
their  scalpels  on  that  figure. 

Stan,   I  know  they  rely  on  the  confusion  and  inability  to  compre- 
hend on  the  part  of  the  elderly  to  rip  them  off. 

I  really  had  to  look  at  the  form  a  long  time  myself  to  comprehend 
it. 

What  they  did  was  to  reduce  my  bill  to  QOfo  on  the  first  recording 
(to  $8.00).     Then  they  approved  75%  of  the  $8.00  to  make  $6.00. 
And  then  they  paid  80%  on  the  total  $6.00  amounts. 

Stan,  they  percentage  deducted  me  three  times,  while  percentage 

deducted  the  M.D.  one  time.     That  little  arithmetic  m.akes  us 

worth  $^.80  an  office  call  and  the  M.D.  worth  $8.00  to  Blue  Shield. 

A  little  economic  punishment  to  the  patient  for  not  going  to  an 
M.D. 

Stan,  this  whole  thing  is  obviously  an  economic  plot  against  our 
profession. 


Regards , 


Donald  C.  Dempsey  D.C. 
Chiropractic  Physician 


DCD:dr 
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REQUEST  rOR  Mi;'')!rARE  PAYMTMi 

-SOCIAl  SrCURIi  V  Arr  :.lrjrtioi,G  on  B■^(M  iyi- 


luc  Shield  of  Fl.- 
'.•■dicn,-!-  Pcirf  B 

.O.  Box  r-M.'; 
r:  c  k  s  o  n  V  i  I !  1  • ,  F I  ..■  : 


YOUI^  OWM 
ilf.Al.TH 

CAi^D 

("Scr  cx,5mp/r 
on  hacA ) 


Hcillli  in-.iir.inrr  ,  ni 


City.  Sintc.  ZIP  code 


3315: 


'  .itipnt  s 

5025  i 

L  L^scril'^  il"0  ill.'ii      o;  iiijuiy  fo 
uoes  not  coniplcto  P.iri  ;;  bdov.') 

EacT:aclio  after  fallin,'^  'baclafarcls  fron  r.i  -^p 


-ml,  Fla, 

liich  you  rccc- 


tmetit       -.lys  fill  in  (his  item  if  your  doctor 


661-201 '^ 

V/  r. 


Number 


If  you  have  othrr  lieilth  insur.Tnce  or  if  your  Stnlo  medical  nr,s 
informtition  about  this  claim  rclpnscd  to  the  insurance  company 
Insuring  org.iniration  or  State  agency  name  and  address 


,  in|U!  /    iniK  '.l^d  v/ith 
.  your  ':riij!loymr>nt? 
!  !:i  Yes  No 
tanre  agency  will  pay  part  of  your  medical  expense-^  and  you  v/ant 
r  State  agency  upon  its  request,  give  the  following  information. 

[  Policy  or  Medical  Assistance  Number 


I,  ,'■  I  authorize  any  holder  of  medical  or  other  information  about  mcto  release  to  the  Social  Security  Administration  or  its  mtormodiaries 
LIj      carriers  any  information  needed  for  this  or  a  related  Medicare  claim.  I  permit  a  copy  of  this  authorization  to  be  used  in  place  of 
the  original,  and  re^quest  payment  of  medical  insurance  benefits  either  to  myself  or  to  the  party  wfio  acccpt.s  assignment  below. 


Signature^of  patient  (See  instructions  on  reverse  where  patient  is  unable  to  sign) 
SIGN 
HERE  W 


naiure  o 


Date  signed 

11/1/7^1- 


Date  of  Pi.^'cc  oi  Fully  de-^cribe  sur(?ic3 

each  I      S'r'-vice  other  services  or  supplies  furnished 

(•See  Codes  for  each  date  given 

below) 


D. 

Nature  of  illnns! 
injury  requiring  se 
or  supplies 


Lcav-:. 
Blank 


XX  I^o.ys  rroxian-r-to  to  tre-atnent  available  for  rovioN 


j  8/30/7^^ 


9/30 


1  ^ 

j  8  Name  and  address  of  physician  or  supplier  (Number  and  street,  city, 
I     State,  ZIP  code) 

1         Dr. D.J.  Graziano 
j         6205  Bird  RD 

I        niand,  laa. 33155  DOH  J  Grcri-' 


explain  cn  7C) 

~-l!Orr-CCT-p- 

j  GncltQry 

I  ^  


Sti 


§lufftion  L2,L3,Li^ 


$12. 


$12. 


Telephone  No. 
665-3569 


12  Assignment  of  patient's  bill 

□  I  accept  assignment  (See  reverse. 


I  Physician  or 
supplier  code 

13  Show  name  and  address  of  facility  wIic^l  si""r\'ice5  wore 
do  not  accept  assignment.         performed  (//  other  than  home  cr  oftice  vi;-  :;; 


9  Total 

charges  $ 

10  Amount 
 paid  $ 

11  Any  uppc-id 
bala.iceduc  $ 


14  Signature  of  physiciari'  oy'supplier  (A  ph.C^sic/an's  signature  certifies  that  physician's  services  were     Date  sir, i 
ir^./nam  rendered Iby/hlm  or  under  his  personal  direction) 


— Potienf/Home  (If  portable  X  ray 
ppatie^it  Hospital 


identify  the  suppiier) 


^ORM  SSA-1490{2) 


Soci.ll  Security  .Adn, 
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ixbWUMi  rs^rv  iyibi^iwAM\b  r/-viiviCMi  omb  No' ' 

MEDICAL  INSURANCE  BENEFITS— SOCIAL  SECURITY  ACT  (See  Instructions  on  Back—Type  or  Print  Information)  72-«o73b 

KOTjce— Anyone  who  mlsrepretwits  or  falsifies  essential  Information  requested  by  this  form  may  upon  conviction  b«  subject  to  fine  end  Imprisonment  under  Federel  Le 


Whin  completed,  tend  thit  form  toi 

BJut  SMeld  of  Ft«f4<l*,  loo. 
Medicare  Pert  B  • 
P.  O.  Bo«  2525  ' 
Jecbonville,  Horida 

Copy  from  ] 
YOUR  Qvm 
HEALTH  , 
INSURANCE  t 
CARD  ^ 
fSee  exampio 
on  back)  | 

0 

Name  of  patient  (First  name,  Middle  Initial,  Last  name) 

Health  Insurance  claim  number 
(/nclude  all  totters)  J\ 

CJ^ale       □  Femal 

Patient's  mailing  address             /        — >,      City,  State,  ZIP  code  '"^^l'^' 

Telephone  Number 

Describe  the  illness  or  inlury  for  which  you  received  trestment  (A/ways  fill  In  this  'item  It  yHur  doctor 
does  not  complete  Part  //  bs/ow) 

Was  your  Illness  or 
Injury  connected  with 
your  employment? 
□  Yes  ONo 

Information  about  this  claim  released  to  the  Insurance  company  or  State  agency  upon  its  request,  give  the  following  informatii 


Insuring  organization  or  State  agency  name  end  eddress 


Policy  or  Medical  Assistance  Number 

O9o    0  7-/7-^^ 


By  I  authorize  any  holder  of  medical  or  ether  informstion  about  me  to  release  to  the  Social  Security  Administration  or  its  intermediaries 
H  or  carriers  any  information  needed  for  this  or  a  related  Mcdlc3re  claim.  I  permit  a  cepy  of  this  authorization  to  be  used  in  place  of 
the  original,  and  request  payment  of  medical  Insurance  bsRsfits  either  to  myseif  or  to  the  party  who  accepts  assignment  below. 


Signature  of  patient  (See  Instructlcns  cn  reverse  v;horQ jjat/ent  Is  unsb'.o  to  s/gn) 
SIGN 
HERE 


Date  signed 


Date  of 
each 
lervlca 


D. 

Place  of 
service 
(•See  Code* 
belowj 


Fully  d;^cr!ta  curijlcsl  cr  mcdicsl  procedurej  end 
ot;isr  Eoa'lias  or  euppilis  funilshed 
for  each  dsta  civcn 


0. 

Nature  of  lllosss  or 
Inlury  requirlna  tervlcsa 
or  euppliss 


E. 

Charges  fif  re- 
/Bted  to  unusual 
circumstances 
txp\»{n  In  7C) 


Leave 
Blank 


•/I  /  ''^ 


C  o 


i2± 


u 


71  ■ 
Mil 


J  herclTj  certify  that  doudpsniary  x-raya  do 
this  courcc  of  trcatnant  end  arc  available  for 


proximate 
eview. 


8  Name  and  address  of  physician  or  supplier  (Numbor  end  street,  city, 
State,  ZIP  code)       j^^^  ^^^r^„^.  Messinsc? 

mOGN.EJ9thAve. 


Telephone  No. 


Physician  or 
supplier  code 


9  Total 
charges 


10  Amount 
paid 


$  "60 


11  Any  unpaid 
balance  due 


12  Assignment  of  patient's  bill  ^ 

□  I  accept  assignment  (See  reverse)  not  eccept  assignment. 

^  HcrbGrt  Mossingor  D  .C  .8935|li 


13  Show  name  and  address  of  facility  where  services  were 
performed  (If  other  than  home  or  office  visits) 


14  Signature  of  physician  or  supplier  (A  physician's  signature  certifies  that  physician's  services  v.-ere    Date  signed 
personal/y  rendered  by  him  or  undor  h/s  persona/ direct/on)  ^7  I 

?  ^  I  'Jill 


FORM    SSA-1490(2)  (8-72) 


Department  of  Health.  Education,  end  Welfare 
SociaJ  Security  Administration 
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WILLIAM  T.  HUNT 

SUN  C!TY  CENTER,  FLORIDA  33570 
TELEPHONE  813  (TAMPA),  634-3256 

Lay  12,  197h 

Honor- c.ble  Lav/tOii  Chiles 
united  States  Senator 
Wasiiinston,  D.  C.  20^10 
Dear  Senator-  Ciiiles: 

li'  it  v;ere  not  that  I  have  reached  an  iiiipossible  inrDosse  vith  Blue 
Shield  or  rlorida.  Inc.,  at  Jaclcsonville,  as  BOirLlnlstr- s^toi  for  i-.'ed- 
icare,  I  would  not  bother  you  vith  this  problem.      It  is  hopeless 
for  me  to  write  then  fur-ther  about  a  siiiple  pending  claijm,  iriistal-x-s 
with  ^mother  clairu,  underpayment  by  other  claims,  and  their  failure 
to  return  to  me  a  receipt  inadvertently  sent  to  then,  and  their  very 
obvious  breai^down  in  service  or  intent  to  completely  ignore  me.  If 
it  is  a  general  failure  to  serve  I-.edicare  claimants  in  processing 
ai.d  paying  claims  and  decent  courtesy  in  replying  to  urgent  mail  or 
if  it  is  personal  discrimination  against  my  wife  and  myself  and  no 
doubt  at  least  a  fev;  others,  the  need  for  intervention  is  obvious e 

Attached  you  will  find  carbon  copies  of  five  separate  and  specific  ^ 
brief  letters  sent  to  2jlue  i^nield  by  me  under  date  of  ;.pril'l3.  197^» 
As  mentioned  in  uhese  letters  I  have  Vvritteii  Blue  Shield  numersous 
times  regarding  eacn  and  every  point  at  issue  and  I  have  not  received 
any  response  whatever  until  now  a  meaningless,  passover  form.  This 
form,  their  "lied  6238",  is  attached  aiic  I  would  appreciate  its  retiorn. 
As  you  -will  note  they  merely  use  two  items  on  the  form  ajid  say  my 
enquiry  has  been  forwarded  for  reviev;  and  "Attached  is  copies  of  the 
bill",       'Jo  copy  of  a^y  bill  ifas  attached,  and  their  mention  of  review 
is  simply  their  stalling  lactic  of  months.      For  example,  the  small,  , 
uncomplicated  claim  sent  them  for  :.rs.  hLint  under  date  of  Jan,  6,  I 
197^-,*  for  services  of  a  physician  on  Dec.  31,  1973}  amounting  to  only  j 
1^30. 6o,  does  not  call  for  a  "reviev/";  it  just  requires  processing.  I 
In  all  claims  aJ::.d  correspondence  I  have  carefully  identified  every  j 
item  every  time  and  been  specific  to  ma::e  it  easy  for  31ue  Shield.  i 

AS  stated  by  me  in  the  top  letter  herewith  attached  Blue  Shield  by  ( 
their  months  of  callous  neglect  and  indifference  or  complete  break-  I 
dovru  are  not  only  depriving  Ij:-s.  Hunt  and  myself  of  payments  due  us  ' 
from  hedicare  by  Blue  Snield  of  Fla, ,  Inc.,  but  they  are  also  pre- 
venting me  trom  sending  claiias  to  Aetna  Casualty  as  adiainistrator 
for  G-ov' t-'.;ide  Indemnity  Benefit  Plan.  F,H,3.A,,  to  secure  partial 
reimbursement  from  Aetna  of  disallowances  and  deductions  by  hedicaro. 
It  is  necessary  and  logical  to  send  ;^etna  the  forms  furnished  by 
Blue  Shield  covering  processing  and  any  payments  on  claims.      In  this 
corn"xection  I  -./ish  to  pay  tribute  to  .".etna  Casualty  Co.,  fampa,  for 
their  excellent  hiuidling  of  claims  f.nd  courteous  and  efficisjit 
man-ier  wioh  ciai:..Gnts,     >.etnp  is  jUst  the  opposite  of  Blue  Shield, 

ivnother  pciat  which  ..eeds  c-r.phasis  and  vrhich  is  nor  covered  in  detail 
in  ::he  coaies  of  ..ly  con aspo'-dence  to  Blue  shield  is  Blue  Shield's 
considerably  increasing  piac-uice  of  disallov/ing  parts  of  medical 
bills.  :nis  subject  is"  discussed  in  the  fiftja  copy  of  a  letter 
attached,  and  I  have  written  Blue  Shield  about  it  several  tines. 
Blue  Shield  ignores  any  reiereace  to  their  c.rbitrary  unexplained 
reductiona  of "medical  bills  in  arriving  at  their  allowances. 

Yours  very  sincerely, 
^Retained  In  committee  files,  "^^^  ,  v-     ^  ^ 
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HERBERT  G.  FOLKEN 
1.12  Crown  Oaks  Way 


The  Springs 
ITONGWOOD;  Fl.  32750 


June  30,  1975 


The  Honorable  Lawton  Chiles 
United  States  Senate 
Washington,  D.  C.  20510 

Dear  Senator  Chiles: 

This  is  to  applaud  your  subcommittee  investigation  of  the  administration  of 
Medicare,  especially  as  it  relates  to  Florida,  and  to  encourage  extension  of 
the  inquiry  into  every  facet  of  the  operation  and  its  interaction  with  the 
Federal  Employees  Health  Benefits  Program. 

The  latter,  of  course,  urges  collaboration  with  the  PO&CS  committees.  If 
properly  administered.  Medicare  B  along  with  the  FEHBP  Service  Benefit,  low 
option  is  a  "best  buy"  for  most  federal  retirees  who  are  not  among  the  40  per- 
cent who  are  eligible  for  Mediacre  A.    The  cost  of  the  B+low  option  is  about  the 
same  as  the  FEP  high  option  alone  and  the  subscriber  gains  "no  deductibles,  no 
coinsurance "in  exchange  for  foregoing  hospitalization  in  excess  of  90  days  per 
illness  per  year.    The  government  already  pays  75  percent  of  the  low  option 
premium,  a  percentage  that  the  House  PO&CS  committee  just  refused  to  generalize, 
even  prospectively,  in  converting  H.  R.  73  to  the  clean  bill  H.  R.  7222.  We 
urge  your  leadership  to  amend  H.  R.  7222  in  the  Senate  to  put  back  the  lost 
provisions  of  H.  R.  73  that  would  benefit  retirees  as  well  as  employees. 

The  PO&CS  committees  also  have  before  them  an  HEl^-CSC  proposal  for  implementing 
the  removal  at  the  end  of  1975  of  Medicare  from  the  primary  carrier  role  vis-a- 
vis FEHBP.  It  would  make  better  coverage  free  to  the  40  percent  of  retirees 
who  are  fully  covered  under  Medicare  and  raise  the  premiums  for  all  other;  FEHBP 
subscribers.  This  hardly  seems  an  equitable  solution  unless  it  is  tied  in  with 
a  general  increase  in  the  government  portion  of  premiums. 

For  your  investigation,  the  UCR  concept  strikes  us  as  the  big  problem,  going  far 
beyond  plain  error,  misplaced  documents  and  slow  processing.    Some  method  of 
screening  out  really  unreasonable  charges  is  necessary,  of  course.    But  if  they 
are  fairly  determined  and  up-to-date  why  would  not  one  of  ten  or  more  doctors 
in  our  recent  experience  accept  assignment?    How  many  of  the  35  percent  of 
Medicare  B  claims  that  GAO  found  to  be  assigned  are  billed  by  hospitals?  There 
appears  to  be  a  possibility  of  "discrimination"    in  UCR  favoring  hospital  billings 
over  physicians*. 

The  enclosed  three  letter  copies,  part  of  an  exchange  with  Blue  Shield,  highlights 
a  case  that  appears  to  pay  as  little  as  one-third  as  much  to  a  doctor  (for  in- 
hospital  services)  as  paid  to  a  nearby  hospital  for  ttie  same  patient  and  service- 
then  a  retreat  behind  SSA's  $100  limit  for  hearings.     In  another  personal  experience, 
a  hospital  was  paid  $25  each  for  many  EI^'s  (plus  $7.50  each  to  a  doctor  for  reading 
them)  while  the  doctor  who  admitted  the  patient  is  allowed  onlyA$10  for  the  office 
call  that  including  reading  the  EKG  and  decisions  that  it  should  be  made  and  that 
the  patient  should  be  hospitalized.     Is  it  any  wonder  that  doctors  refuse  assign- 
ment of  claims?    At  least  the  latter  case  seems  more  likely  to  result  from 


capricious  and  unwarranted  features  of  the  UCR  tables  than  from  clerical  error. 
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page  2,  Chiles  .  . 

Now  come  reports  that  HE.J  is  ordering  a  annual  reduction  of  $23  million  in 
Medicare  3  fees  -  in  the  face  of  evidence  that  current  allowances  so  far  under 
current  realistic  usual,  customary  and  reasonable  charges  (dictionary  definitions) 
that  few  doctors  will  accept  themj 

On  February  24,  when  I  xsTTote  about  seeing  you  during  the  week  of  narch  4,  I 
ended  the  day  in  hospital  intensive  care  and  did  not  return  home  to  stay  until 
April  2A  after  open  heart  surgery,  recovery  good  but  still  incomplete.     Add  a 
later  16  day  hospital  stay  for  Mrs.  Folken  and  you  have  a  cram  course  on 
Medicare  B/FEHBP  claims  actions..    Our  experience  on  timing  and  errors  fits  that 
determined  by  GAO  almost  exactly.     The  28  claims  should  have  been  divided  into 
many  more.     Blue  Shield  does  best  with  one-liners {     It  should  be  noted,  also, 
that  Blue  Cross  has.  generally  been  fast  and  complete,  those  to  hospitals  some- 
times even  duplicating  what  Medicare  B  should  pay. 

Having  said  all  this,  we  are  still  happy  to  be  alive,  to  have  the  coverage  we 
do  have  and  your  help  in  making  it  work  better.  Many  thanks  and  blessings  on 
your  further  work  in  this  area. 


Herbert  G.  Folken 


cc:    McCarthy,  FlaFedNMFE 
McClelland,  NAilFE 
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LOJ^GWQO.Di  FjL.  3275a 


Juna  29»  197S 


FOR  AimESSEE  (MiLy  HXBl  215*44-^311  M 

Report t  12706745  C 

m  If,  H.  staftsell»  Sr.  V.  P. 
Bli»  Shield  of  Florida*  Irg. 
?•  0,  Box  2525 
Jacksonville,  Fl,  32203 

l>ear  Mr*  Staneells 

Since  writiiig  you  on  Jvm&  25,  1975  in  reference  to  the  above  caption*  I  have 
received  a  form  letter  free  Blue  Shield  addressed  to  Wajme  K*  Schrad^»  M,  D.  , 
the  st^plier  In  the  above  case,  ft  is  c£M;>tioned»  **H.  G.  Foltea*  R03439115, 
service  datefs)  4*14«»7S*  thus  appearing  to  be  a  supplepiental  action  under  oar 
FEHBF  coverage.  Sqt»re  19  on  the  form  is  choked  «id  the  notation  typed  in  is, 
"Medicare  paid  inpatient  Lab  100%". 

this  evades  the  issue  raised  in  m  letter  of         25.    The  charges  of  4»14  were 
indeed  paid  in  full  -  all  $3  of  them*    So  were  24  others  on  the  saii«  claim 
rendered  betwe<^  4*10  and  4*21.    The  four  itass  in  contention  were  on  4-12  aisld 
4-13,  the  aggregate  of  the  charges  $54,  the  amount  paid  only  $26,    My  calculator 
says  this  is  48%,  quite  different  than  10€^. 

Thus  the  issue  is  c^fotrnded  or  ctwapoiaKted.    It  is  disappointing  that  the  FEP 
ClaiBts  Departro^it  review  did  irot  clarify  nor  correct  this  raatter.    iSf  original 
challenge  remains  in  order. 

Sincerely, 


Herbert  G.  Folksn 


cc  8    Senator  Chilee 

Robert  H.  ^&^Carthy  for  GAO 
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HEKBZTIT  C.  rOLKHN 
1  1 2  CRCWN  C.-\Kf>  Way 

THE  SFKIMGS 


LONGvVCOD.  FL.  327501 


F<»  AMSSSEE  Q»Vi 


Mr.  W.  J.  Staasell^  Sr.  T.  P. 
Blw  Shield  of  Flerida*  lac. 
P.  0.  Box  2525 
JaekseRVllle,  Fl.  32203 


HIBi  215-^4-«311  M 
Report t  12706743  C 


Desr  Efr.  staaeelli 

Ttm  li^^licatioas  of  a  letter  fros  yo«tr  office  oa  the  above,  slgaed  bjr  Mrs. 

I^nda  De<la(m>  3t;^wrvl8ort  dated  Jvsm  IS,  1975»  copy  enclosed*  are  so  ai^lllas 
as  to  reqtd.re  yo\st  j^rsonal  atteotltm. 

The  is^llcatlon  seea  here  Is  that  yotar  per^mnel  can  ^sef  obrioos  error  aad 
gain  **yiaunit7'*  by  hiding  behind  the  SSA  rule  limiting  hearings  to  c<mtrev«rsie8 
involving  $1@0  or  more.    In  this  case,  the  error  is  so  app&tent  timt  it  is 
revealed  by  a  si^le  ch^k  of  ^tioas  talci^       the  claims  for  identical  services 
by  tm  different  si^^pliers  in  the  saro  airea  in  soc^ssive  weeks.    You  will  agree» 
I  an  sure  that  costs  or  allowable  rates  for "fractional  CPK's"   did  not  go  down 
by  two^hirds  between  March  24  md  April  12»  mt  for  "fractional  LIKi's**  from 
$10  or  Bore  to  $3.    the  tests  referred  to  were  6aoa  on  the  sane  patient  in  two 
ho^itals  less  than  10  alles  ^»art.   Mrs.  Dedaon's  lettm:  dees  nothing  to  dispel 
or  eomitet  the  pri^  fmia  evi<tenee* 

Tect8ii^lly«  perhaps  9  I  should  not  be  concerned  with  this  issue  inasanieh  as  our 
linkage  of  Jiedicare  *^**  with  FEHBP  Service  Benefit,  Low  Option,  should  assore  us 
the  amsB  ultlssate  level  of  covers^*    But  we  feel  sure  that  you  are  concerned,  as 
we  are,  with  ths  om^^&tt  wad  hos^t  cq^sratlon  of  both  of  these  departsnnts  with 
its  att^ij^mt  wimmtm^  allo^tion  of  costs,  pc^erly,  to  each  body  of  presdia- 


My  wife  and  I  have  u[^ert«B»itely  «cperieiK»d  a  ctmi  c^Brse  in  your  ^leratitms, 
having  f&mA  it  necessary  to  file,  or  ^ve  filed  by  our  suppliim,  nore  than 
tw«ity  claims  since  Deeae^er  S»  197$  only  OMP'of  which  ha%«  been  accurately  and 
coiQ»letely  settled  (by  Bios  Cross).    Actually,  Medicare        actloas  been 
Ewre  tisely  that  the  the  tcndes  FEBBP  actions,   our  ol(test  **&**  clain  still  udaard 
freei  was  sailed  on  Aj^il  3,  1975»  whereas  not  a  siagle  't—dan*'  action  under 
FEHB  has  been  fully  mid  accurately  ce^e»leted  m.  referral  fre«       going  back 
to  include*^  those  of  Deeeaber  5«    I  wrote  to  Mrs.  Mills  about  these  en  May  29, 
1975  but  have  had  no  re^oase*         -'-other  than  Hospital  claims. 

Yotar  persd^  attentlmi  will  be  ^^ceeiatcd* 


payers. 


sincerely. 


CC I  Senator  Lavton  Chiles 

Bobert  H.  ^feCarthy  for  GAO 


58-526  O  -  75  -  7 
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MEDICARE  PART  B 


POST  OFFICE  BOX  2525  JACKSONVILLE,  FLORIDA  32203 


^    ADMINISTERED  BY  BLUE  SHIELD  OF  FLORIDA,  INC. 

June   18,  1975 


Herbert  G.  Folken 
112  Crown  Oak  Way 
Longwood,    Florida  32750 


HIB:  215-44-8311M 
Report:  12706745 


Dear  Mr.  Folken: 

We  have   completed   our    review   of   your    claim   for    services   rendered  to 
you.      Our   first   step   in  a  review   is   to   determine   if   a   clerical  error 
has   been  made.      We    then   check   to    see  what    the   allowable   charge  is 
for    the   procedure,    and    if    the    claim  was    paid   according   to  Medicare 
regulations.      Briefly   stated.   Medicare   regulations   require   that  we 
pay   the   lower  of: 

a.  The   physician's   actual  charge 

b.  The   physician's    customary  charge 

c.  The   prevailing   charge   of   physicians    in   the  area. 

Through   our    review,    we    established    that   your    claim  was  processed 
correctly,    and    that   you  were   paid    the  maximum  allowable   amount  for 
these  procedures. 

If   you  are   still  dissatisifed  with  our   action   in  your   case,   you  may 
request   a   hearing   before   an   impartial   hearing   officer    to  determine 
if    the   Carrier   has    complied   with   the  Medicare   Part    "B"  guidelines. 
In   order    for   a   hearing    to   be   requested,    the   amount    in  controversy 
must   be   a  minimum   of    $100   after   deductible   and   coinsurance  have  been 
subtracted.      If   you  wish   to   appeal   our   review  determination,    it  will 
be   necessary   that   you   submit    a   written   request    for   a   hearing    to  the 
Administrative  Assistant,   Fair   Hearing   Section,    P.O.    Box   2525,  Jack- 
sonville,   Florida,   within  six  months   from  the   date   of   this  letter. 


Sincerely , 


Mrs,  Lynda  Dedmon 
Supervisor 
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November  13,  1974 

H/0 


11c     S.S.  ADM. 

FRIEDENSON,  LEONARD 


ThG  Honorable  James  B,  Card^,«7ell 
CoTiimissioner  of  Social  Security 
Social  Security  Adrninistration 
Baltiinore,  Maryland  21233 

Dear  Commissioner  Cardwell: 

Recently  I  was  contacted  by  Mr,  Leonard  Friedenson, 
Andover  J-255  CV,  VTest  Palm  Beach,  Florida,  social 
security  account  nuiiiiber  087-05-3349 *  Mre 
Friedenson  applied  for  social  security  disability 
benefits  in  March,  1974,  and  hasn't  been  employed 
since  that  time  due  to  lung  cancer. 

Any  assistance  provided  in  expediting  his  cSiliiia 
will  be  appreciated  as  he  is  experiencing  extreme 
financial  difficulties. 

With  kind  regards,  I  am 

Sincerely, 


LAv-JTON  CHILES 


LC/sr 
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SOCIAL  SECURl'.  Y  ADMINISTRATION 


jani!?P/  2  9  1375  oPncEorxHE. 


jl'  -.Ited  S-kitea  Senator 


J  Iceland,  Floidda  33801 


J,  :ar  Senator  Chiles: 

:  TIr.  Loonrird  FrlecQnson^  Andover  J  2^5,  Centro  Villase,  Most  Pain  Beach, 
^        F3.orlca  33^01 

-  r  Bureaa  of  DiGabll^.t-.''  Insurance  i'lforns  no  -tliat  Hr.  Frf.edanson  -was  avrirded 

:::onthly  dlsnbilitr-  b-^ori-b  of  OaPf^.oO  effective  xlay  IpVh,  incrcaaod  i>o 
I  ;06.P0  Gfrectivo  Ju,^s  I^TU.    IIts,  l^riedensoa  was  also  £n:ardcd  a  \iife's 
J-  lieTit  Oi  ?l35.  -'0  increased  1x>  $UO.C;0. 

Kove-ibor  197U  a  chock  fcr  $2, 069. 90  uas  issued  ^/liich  included  bsiiefivs 
r  Mr.  a::Ld  ilrs.  FricOcr^son  fcr  J-ay  l>7b  through  October  197U.  Subsequent 
^    i-Uay  bcnofit^  have  b^a.i  ca^blned  in  one  ciieclv  for  $I;li7»70. 

Sincerely,  yours. 


/ 


Jaaca  E.  C-rduall 

Coi-T-Tlssioner  of  Social  Securit/ 
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Mrdi.  Leonard  D.  rrxederuon 
Andover  J  255  Ceniury  Village 
W.  Palm  Beaeh,  Fla.  33401 


Jan.  3,  197^ 


Honorable  Lawton  Chiles 
TJnited  States  Senator 
Federal  Building 
LaVeland,  Florida,  338OI 

Dear  Senator  Chiles, 

In  spite  of  your  efforts  on  my  behalf  on  case  ttIAD 
087-O5-33i|9,   I  regret  to  inform  you  that  nothing  has 
been  settled  on  my  behalf.     Late  in  Nov.   I  was  happy 
to  receive  a  check  in  the  amount  of  §2669.90  and  I 
was  awaiting  my  Dec,  pajmient  in  order  to  write  to 
you  my  heartfelt  thanks  for  your  efforts.     Alas,  Dec, 
has  come  and  gone  and  so  has  the  Jan.  Date  for  re- 
ceiving Social  Security  checks.     I  have  received  no 
check,  communication  or  notice  of  the  reasons  for 
the  amount  of  the  check  sent  to  me  in  l^ov,   I  know 
that  your  efforts  on  my  behalf  have  been  successful 
in  having  the  one  check  sent  to  m.e. 

I  have  reDorted  the  missing  Dec,   and  Jan.  checks  to 
the  Social  Security  office  in  West  Palm  Beach  and 
f^ey  have  started  the  same  runaround  procedures  that 
thev  have  usincr  since  July,  197ii, 

Many  thanks  for  your  assistance  on  my  behalf  and  I 
ho-^e  that  you  will  be  able  to  aid  me  in  having  the 
H,  F.  V/,  finalize  my  recor-5^=  so  that  I  can  receive 
checks  du=^  to  me  on  a  regular  basis. 


Sincerely, 
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Mrc4.  Leonard  D.  rriedericDon. 
Andover  J  255  Century  Village 
W.  Palm  BeoeK,  Pla.  33401 

Feb.  1975 

Honorable  Lawton  Chiles 
United  States  Senator 
Federal  Building 
Lalreland,   Florida  33801 

Dear  Senator  Chiles: 

In  your  letter  of  Jan.   2'^th,  you  advise  rr^e  that 
you  are  again  contacting  the  Coi'^mi s sioner  of 
Social  Security.     I  would  like  to  point  out  a 
few  facts  to  you: 

1.  Anot^'er  month  has  come  and  no  check. 

2.  I  have  been  making  tv;o  or  more  inquiries 

TDer  mont'-^at  t"he         Palm  Beach  Social  Security 
office  since  July,  197'.'-. 

3.  On  Nov.   27,  197U,   Commissioner  of  Social  Sec- 
urity J-.   B,    Carclwell  wrote  to  you  s  aying  he 
^•Tould  folloi^  this  through  and  get  back  to  you. 

.'l.   I  have  f:"-"^led  out  and  sent  cards  to  the 
^alm  Beach  Social  Security  office  for  the 
chec"':^s  not  received  for  the  months  of  Dec,, 
Jan. ,   and  Feb. 

5.   The  person  \-fro  handles  congressional  inquiries 
at  the         Palm  Beach  office  a  Mr.  English,  clai 
that  he  never  had  any  inquiries  on  my  case. 
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Mrcj:.  Leonard^  D.  rriedenccon 
Andover  J  255  Geniupij  Village 
W.  Palm  BeoeK,  Tb.  33401 
-2- 

6,   "The  V/est  ?alrn  Eeach  office  has  no  record  of  avrard 
to  me  six  Tnonths  after  I  was  told  on  Sept.  I|. ,197q. 
by  a  V/,   Pal'^i  Beach  representative,  Mrs,   Cohen  that 
the  av7ard  v/as  aT^proved, 

I  have  not  worked  since  my  lung  cancer  oi^eration 
in  Nov.   1^73.     After  the  proper  vraiting  period  I 
filed  in  March,   197''   as  required.     Except  for  c--.e  " 
lar^e  check  in  Nov,   197'!   1  have  not  heard  nor  re- 
ceived any  official  communication  from  Social  Secu- 
rity in  spite  of  all  my  inquiries, 

"Py  this  time  1  ar^,  em:bittered  and  disillusioned  with 
our  bureaucracy  w'-ere  nobody  cares  for  the  needs  or 
rights  of  a  person  enough  to  see  that  a  disoosal 
is  made  of  his  case. 
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Mrcc.  Leonard.  D.  rp'iecl&rhsoa 
Andov&r  J  255  Qenh^rn  Village 
W.  Palm  BeoeK,  Tla.  33401 


Karch  5,  1975 


Honorable  Lavjton  Chiles 
United  States  Senator- 
Federal  Building 
Lareland,   Florida  336OI 
Dear  Senator  Chiles : 

Many,  many  thanks  to  you  for  your  assistance  in 
fretting  my  Social   Security  on  a  monthly  basis, 
ATter  my  award  was  made  in  nay,   197Uj   it  seems 
incredible  that  it  should  take  ten  months  to  put 
me  on  a  monthly  payment  basis,     I  was  happy  to 
rea^-  t^at  --'our  efforts  have  resulted  in  a  probe 
of  Social  Security  by  the  G.   A.   0.     To  one  who 
basnet  any  savings,   the  admiral  strati  ve  and  bureau- 
cratic delays   (such  as  the  Social  Security  Admin- 
istration has  become  known  for)  can  be  catastroohic . 
Again  my  thanks  for  your  efforts  on  my  behalf. 


Sincerely, 
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April  8,  1975  11c 

friedenson,  leonard 
hXh  closed 


Leonard  D.  Friectenson 


Andover  J  255  Century  Villssge 
W.  Pala  Beach,  Florida  33401 

Dear  Mr.  Friedenson. 

Thank  you  very  much  for  your  recent  letter  in  t 
further  reference  to  the  social  security  program. 
I  an  pleased  that  your  problem  was  fiaally  re- 
solved and  I  agree  with  you  wholeheartedly  that 
you  should  not  have  had  to  wait  such  a  long  time 
Bafoyeur  nonthly  payments  to  be  properly  sent 
to  you. 

SHould  you  feel  I  am  able  to  be  of  assistance 
in  the  future,  do  not  hesitate  to  call  on  me. 

With  kind  regards ,  I  am 

Sincerely, 


LAVJTON  CHILES 


LC/sr 
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2042  Shadauj  Lanz 

CUaAX:lcUR^,    fixjAAXLcL  33515 

'^ua/Lij.  18,  1975' 

Hano->ULb-Le  Laiaton  ChZLs'ti 

ll,S  ,SencLto^  piom.  Jixi^UxLa 

2107  d-iAJi^en  SencUe  Op^ce  BulixUng 

tdoyihlnqton,  d,  C.  20570 

CxcxL^e  the  Ajupjo^-utlan  fxjJL  he-lp.  cut  the  /itoAA.  of.  a  ■ie^^-LcU-a/e  oe^j^^n, 
/njut  -^-Lice  0  /Tiy/jje-i/,  w-uth  the  a^^-octancje  a-f  the  LAjecmxxLte^  SocujxL  SecuAAAi^ 
OPf^oej  cm  unab-te  ta  g.et  a  AJZAjidniA^enient  piam.  IiledUxjxfie ,  TcuiA  "B",  cudnUnZ^- 
te-ted  jjij.  Blue  ShteiA  of.  Tla-'uxLa  in  JachaanU'LLLe,  p^^i  a  ii&ataJL  ijxuoi.c.e  in 
the  arnxmnt  af  $  52,52,  which  tjcui  incjuAA£.d  an  decendien.  4,  1973  and  ^uMnuA- 
ted  to  UledixMAje  on  'pnunAi^  26,  757^,  "3  ^ind  no  otheJi  cvLte^atij/e  Jjut  ta 
appjzaU,  to  you  /o/z.  t/oo/l  qAjCLcAxju^  oaxL. 

The  -item.  inua-U/e^  the  ^ntaJi  of  a  ha-^fUtcU.  Jbed  and  a  hed^-ULe  caimade 
fjo^  OLf.  cjif,ef  -because  of  ^eue-te  JbacLLUj.  cAAJifdAng.  due  ta  Aheujjiataid  oA^hAUA-La 
and  o-<iteafiaJia-^U^,  OuA.  dacito^,  J.,  'kijj}O^Lij.,  [il,d»,  of  QX&aJmateA.,  pA&^cJUMed 
them,  the  hegJnninq.  of  Ragxvut  1973  <^d  thei^  we^  Jiznted  fJiam.  Dunham.'^  SiUu}- 
i.cxU,  ftprUAxmce  Se-ti/ice  of  CA^oAiaate-n.. 

The  cwnthtuj,  ^ntoL  Jji-LLa  ue-^a  -iuMnUytted  cuj  J  had  fuUxi  them,  and  UledZ- 
coAjz  pxxid  them.  MeqixLaAyLi^,  euen  thoag.h  a  aisj-ht  ^-Laujf  excefU,  the  one  ment- 
ioned abaue^  llauxUM^  otheJi  m.edicxU.  exp^ndituAe-a  me^  Ixuipjed  tog.ethe^  usiAh 
the  AjzntaM  JmJJ,  when  a  cJmami  luo^  ^uMmiAted,  Thi^  pAaojednJis.  wa^  fjohLomed 
aLio  with  the  cAjoajh  pjxLLed  an  \pajLaaAjj.  26,   1974,        that  the  totoL  oixoant 
wa^  88,52, 

Linden  date  of  [Ra^tcJh  28,   1974  and  ^pn^  #  0590350G  C  a  henepU  checJc 
fa^  anlif  3  25,60,  o^i  SO'/o  of  ^  32,00,  wcm  ^ceiued,  wiAh  the  notation  of 
"ditpAJjcate  BiAM"  fjo^^  the  $  52,52        the  ^aoan  of  thi^  amount  not  app/uaued 
and  Blue  Shi^etd  showed  the  date  of  d'jnham.'^  inuaice  ao  <?-3-73.  The  cLcAixaA. 
date  of  the  Jvzcei^ted  uaache-^  fAom.  Du/irzo/ji'^  fa^  the  above  ctaiin  wa^  12-4-73 
and  JbeaJui  the  nu/ribeA,  17877-14,  'J  haue  the  cxiAJbon  capg.  whiJje  the  O'lijg.inaA, 
went  ai-ong.  wiAh  the  cUxum*  On  Ap/uA.  4,  1974,  lll^^,  CAximJj  of  the  CJLeaJiwateA. 
5ociat  Se^ii/UAtj.  Offix.e,  ta  whom.  0  taJJced,  dispatched  a  "^eque-at  foJi  Reui,ew" 
ta  JaoLcancriJAjz ,  oattining,  theiA  eA^w^t  in  the  date  and  oA^o  /iend  along,  a 
CXI  pi),  of  uaache'^  #  17877-14,  fU.  the  ^ane  time  1  had  ^hown  him.  oLL  the  oopi,e^ 
of  the  pAei/iouyi  danhan  iraache^  ta  pAjoue  that  an  e^iAa-t.  -by.  ts-Lae  ^hijetd  had 
Jbeen  made,  dnddentoMLy.  the  uouche-t  of  /ktgu^t  3»   1973  'HuMmiAted  aa  a  ci.aim. 
fo^  the  Aagayyi  1973  ^^ntal  beoA^  ff  11575-18, 

/Icca-^ding  to  ul^,  Ovouidj  D  ^hoiUd  heoA  fAam.  'JacL^onLriAXs.  -bi^  7-4-74,-  Jbut 
not  hauing.  heoAd  fJiam.  them.,  7  went  back,  ta  ^ee  (li^,  CAaaJj  abamt  fUxguxit  6, 
1974,  He  too  wa/i  di^mai/ed  that  0  had  not  heaAd,  but  at  the  ^am.e  tiiruz  taixL 
ne  that  an  examAne^'t  -Lo  in  iheiA.  offi.ce  checkAng  into  aAA.  the  com-pAaAnt-c 
abaat  the  pao.^  ^zyia-Lce  that  iiocAxvL  SecuAitg.  ^"vet-iAjze^  cAe  ^ece-ixring  fAarn 
bUae  Shizbd  of  Tlo^iida,  He  thought  thi^  mAght  'le^alt  in  a  change  bg  HEMS 
ta  ono  theA.  fAJun  who  waaid  be  better  quaAA^fLed  aid  ^nde.t  betteJt  ^ae^'uxicz, 
Thi>^  hciL^scA-ean-uig  -L^  .^a^^bg  needed, 

riot  vntiA.  the  beginning  of  Octobe^t  1974,  unde-^  px}^tm.aAk.  Octobe^t  7, 
1974  did  7  /ueceiae  a  pAinted  fjo^im.  coi7inunica.i.lon,  in.iAiated  bu.  n.  b,  unden. 
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-       2  " 

the  ^ZancbtuAjz        ShaAxjn  doh-o^,  deplo  Stipe-^LrZ^a-^,  that  the  aJjoue  cAjoUin  Lo/l 
"&  52e5^,  whtdx  7  ^uMnUtted  on  ^Jmiucuu}.  26,   1974,  ua^  paid  on  9-20-7'^^  Hdu 
aM^LUid  la  -i^LLfipxj^edli^  habe  heen  paid  pj^  ^ouielhlng.  pjuA.  (4)  oianlhya  i>e{jan.e 
Ihe  oLalm.         dlyipnlcked,  01  -ouAjz  laJcje/i  a  Imxjunhz'C^/i  uande-^.  lo  carrmi  up.  ujllh 
a.  'Olalem.enl  l^LLe.  lhal, 

fl^e^  qlulng.  nnj/oe-LfL  enoag,h  lime  lo  calm,  dausn  0  icenl  haoL  la  Ihe  So<UxU. 
S^cJoJUAif  0-^4^<:.e  an  decm^e-^  9,  1974  and  had  a  HUl^  Taloll.  -^^uJmll  a  "Reuleoj" 
pi^f  ayfie-ije  3  inu^e-Lf.  pctted  In  Ihe  -^Oyoon  po^  ^lnbuAyiem.enl  and  (M.»  Tulall 
attached  a  pholacapi^  af.  the  72-4-73  BunhauL  uou.che->L,  He  ay^k°.d  to  qAjje  Blue 
Shield  line  la  3-24 -7 5  la  ^plij,, 

Lo  and  Irehold,  an  'JanaaAJ^  16,   1975,  tinder  pxj^lmaAJ:.  JanuaAJj.  15,  1975, 
0  'Zjscelued  another  pAjzpAUjited  pj^jn  letting,  me  again  that  the  $  15052  (^Ic) 
UJO^  patd  ulth  a  check  dated  9-20-73 •     7hl^  one  hoJie.  the  otgnatuAe  a-f.  fULelma 
?oa-Leij.,  deptc  Su^e/ujl^a^  and  taa^  InltlaLLed  P.Ai.,  and  ao  "Addlttanat  Inpa^- 
atlan"  the  ca^ue^pand^nt  w^iate,  quale:  "Thti  Included  the  S  52.52  choA^e^a 
on  ^pj3^  ff  05903506,  ojhlch  arcuj  dl^atlaoied       dupllxxUe  ttLLi" ,  Both  pAje- 
pAAnted  poJun  ^pn^^  pujm.  JacL^anultU.  Juz-^e^iAjzd  la  njepo^  #  25615328,  tahlch 
M&lmJmJiyied  me.pan.  the  aclaal.  8-3-73  ^ntoL  JbtLl» 

/Laaln  the  utapldlAij,  0/  leLilng  cvz,  gjou.  usenje  paid  pan,  something,  an  9" 
20-73  uhlch  ua/3  not  cloAMied  until  'JnnuaAj^  26,  1974,  31  loahi  like  the  ^aecond 
cO'^A.e'Oajandent  -^wot  capl/zd  uhat  the  pOi^t  one  cane  up  lolth,  and  3  JbelAjeue 
that  neither  one  a-fL  them.  unde-itaoL  a  'He-^lou^  ^eaAjch  la  check,  out  the  pict'd, 
31  ly^  tittle  ujonde't  that  the  IRedtcoAje  aP^jce^^  nua  bg.  Blue  Shield  a^e  In 
4uch  a  qto^Ltaa^  m-a^,  u)hen  theg.  enptog.  IqnaAJint  and  lnePPicU,ent  paapte 
and  that  at  the  .taxpaue^  expence*  The  ^upeA^/l^a^  ^sa^  la  te  the  luo^I 
a{.  the  tot,  3n  ^Jime  1973  3  had  Plumed  a  check  p}^  S  32,00,  hecaiu>e  tt 
wa<>  a  dupyticjote  paujuent  0/  a  ctaln  aihe^  than  tl^e  one  ntenttaned  aJjoue, 
Luckg.  enough  3  had  coal&d  the  ^pa-^t  and  check  nunte^'tyi,  y.et  an  ILauenbe^ 
6,   1973  3  wac  th^atened  Lolth  haulng  thl^  anount  taken  0/  a  pttuAJZ 

check  unte.yo-6  3  'nj^tu-m  ellhe-^  thelA.  check  a-t  ^aend  mg.  oun,     'fnat  letteA,  ua<> 
signed  hg.  Sha^n  nabb^,  3  u^te  he^  stating  that  3  had  ^jztu^ed  the  check 
4hoAA.tg.  apten.  3  had  -^ecelued  tt  an.d  la  ayik  the  dlXiL-uAycenent  depoAtaent  ihoA. 
theg.  had  ^celued .  thaA.  check  back,  flo  ^^pan^e  cans.,  but  an  JJecembe^  13, 
1973  ^he  ^end  me  a  copg.  0/  he^  tLouembe->i  6,  73  tette-^,  3  added  a  ^attij.  pa^t- 
'dCAlpt  to  that  capg  and  mAlted  It  ^ghl  back  to  he^,  J-inattg.  on  December 
20,   1973         pialted  a  pa^itcaAd  conpOunlng.  that  the  anginal  check  had  been 
fiAcetued  In  'Jack^onullte ,  fin  Inte^'idepoAtnentaA.  cofammlcatton  -ogyiten  -^eerui 
to  be  ^odtg,  tacking  a^z  It  could  be  ^ihee^  IxryjxeA^  to  let  othe^i/i,  that  could 
be  Inuo  Lued,  hnaio  o-fL  ^iuch  t ■'znnyc actio n^ , 

3  haue  been  In  ihe  bu^ine^-d  corvp.imtti^  all  ng.  tl^,  the  ta^t  25  gxiaJiyC> 
O/d  ricco'juntlng  DepaAAaeat  SupznjjlAo^  pi-t  the  ^ojiie  ep.pAjoijjz^  pJiAxui  to  a.g.  ea-itg. 
■tetlAemnt  bzcaxu6e  0/  my.  ut^e'^  heaLth,  Soneihlng  a^  -^toppg.  <xo  the  BtiLe 
Shtetd        Tlo^da  op^-^atton  pan.  PUJ  3  uoutd  not  tate-^te,  Jt  ta  not  ouch 
the  ttne  ^pent  3  nj2.g'ls.t  but  the  cionetajaj.  expense  0/  the  'tunning  oAound  and 
ca^LAe^QXjndlng,  taking  up  ■oam.ebodg.  eti>e'^  tine  to  get  things  ^^t-ixitghtened 
out  which  should  not  haue  accused  In  the  piAyy  t  ptacj2.  and  not  to  pjtg.e-t  the 
tine        UjoWl  good  apilce  ^  being  a^hed  to  ^apend  po^  ang.  help  nau  can  glue, 

filang.  thankxi  po^  gauA.  oyi^tatance  which  .^iWi^tg,  u-iXL  be  appreciated. 


husband  0/  hi-zten  /i,  B^ujdbeck 
Sac,  Sec,  #  3^^^-07--2390-ti 
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BRODBECK,  FRED 
March  17,  1975  dosed 


Mr.  Fred  C.  Brodbeck 
2042  Shadow  Lsne 
Clearwater,  Florida  33513 

Dear  ?tr.  Brodbeck: 

A  short  time  ago  you  were  in  contact  with  rny  office 
and  I  advised  you  I  would  be  in  touch  as  soon  as 
possible •    I  have  now  received  some  inforraation  re- 
lating to  your  inquiry,  and  I  am  enclosing  it  for 
your  reading. 

After  you  have  had  the  opportunity  to  review  the 
agency's  response,  if  you  feel  I  can  be  of  further 
assistance  with  this,  or  any  other  matter,  please  do 
not  hesitate  to  let  ae  know. 

With  kind  regards,  I  am 

Sincerely, 


LAW70N  CilLES 


LC/jz 

Enclosure 
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CL^aAuaie^i,   Tto'U'jla  33515 

/In^UJ.   7,  7075. 


ti^  So  Senato^t 
7ecU^>uU,  B^xAA.cUj\g. 
Lakj^'iand,   r-'-j^'iJjla  33oOl 

Deoyi  SenaAo-t  CkV^e^  ^ 

fi.t  -Long,  ixi^t  lcz  can  ^en.d  UjOll  oul/l  r.o^t  ^-l/ice-te^^t 
thanks  -lo-t  uoujl  and  aauyt  -^-I'a// ^<5  hetp.  aji  qettti'>M  ouA, 

ctd  c^juAjii  aqain^i  "  fUedXcoAja  ^  ToAt  Fi^'y^axiaA^d 
Gicai^f  Jjecau^jie  -todai^  lu^  ^t^ce-iu^d  theVt  check  to  ^lepn.'^ 

J^e^-t  a^i-iu^l^d  i^GLL^  ayo<i'L'-:  tc:nc2  -Lc  t'-^^i-ii  ntich  cpp^Lc- 
CAjiied  end  Lje  ^:iiVJ^  ^^aqyi-zt  uje  had  to  liipx}.<i&  en  luju.. 


[Whereupon,  at  12:20  p.m.,  the  subcommittee  was  adjourned.] 


hib^Jjand  at  He -ten  b^tcdJjecJc 
Sac.  jec»  #  3^^-07-2890  fl  ^  B 
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